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STATEMENT OF QUESTIONS PRESENTED

Does the retention of the value of interest earned on contributions made by, but
will be refunded to, public school employees who contribute to, but are not
eligible for, post employment retiree health care, constitute a Taking without
just compensation?

The Court of Claims answered “No”,

The Court of Appeals answered “No.”

Plaintiffs-Appellants answer “Yes”.

Defendants-Appellees answer “No”.
Does 2012 PA 300 continue the defect noted in AFT Michigan v State of
Michigan, 297 Mich App 597, 825 NW2d 595 (2012) as public school
employees who contribute to the School Employees Retirement System to pay
for post employment retiree health care are not guaranteed such health care and
contributions are refunded without actual interest earned?

The Court of Claims answered “No”.

The Court of Appeals answered “No.”

Plaintiffs-Appellants answer “Yes”.

Defendants-Appellees answer “No”,

Does 2012 PA 300 breach a contract between the State of Michigan and public
school employees by requiring employees to increase contributions to the Public
School Employees Retirement System as a condition of maintaining in effect
a key term of their retirement formula?

The Court of Claims answered “No”.

The Court of Appeals answered “No.”

Plaintiffs-Appellants answer “Yes”.

Defendants-Appellees answer “No”.
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STATEMENT OF MATERIAL PROCEEDINGS AND FACTS

A, Nature of the Action and Pariies

1, This action was commenced in the Court of Claims (as then constituted) secking both
injunctive and declaratory relief, Plaintiffs asserted that 2012 PA 300, an amendment to the
Mi;;higan Public School Employees Retirement Act, MCL 38.1301 ef seq., unconstitutionally
required public school employees to make a critical, life affecting, decision in an unreasonable
period; that the statute breached a contract with public school employees regarding the terms
of their employment; that the retention of the value of interest earned on refunded contributions
to the Public School Employees Retirement System was an unconstitutional Taking without
just compensation; that 2012 PA 300 did not cure the defect in the law noted by the Court of
Appeals in AFT Michigan v State of Michigan, 297 Mich App 597; 825 NW2d 595 (2012); J.
apx. 56a.

2.

The AFT Michigan Plaintiffs are labor organizations. Collectively, they represent more
than 20,000 public school employees each of whom is a Member of the Michigan Public
School Employees Retirement System (“MPSERS™) and subject to the Public School
Employees Retirement Act, MCL 38.1301 ef seq. (“MPSERA™). They have standing to

advocate on behalf of these individuals. AFT Michigan v State of Michigan, 297 Mich App

597, 607; 825 NW2d 595 (2012).
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B. Public School Emplovees Retirement

L.

Michigan has had a succession of school employee retirement acts since the 19™
century. There were, at one time three separate and distinct retirement funds created by separate
statutes, See Advisory Opinion re Constitutionality of 1972 PA 258, 389 Mich 659, 661; 209
NWw2d 200 (1973):

“Employees in the public school system in Michigan are all subject to one of

three retirement plans. One plan covers employees in the Detroit system.

Another plan covers public school employees outside the Detroit system who

are eligible for Federal social security on account of their employment in the

system, The third plan covers public school employees outside the Detroit

system who are not eligible for Federal social security by virtue of their
employment in the system.”

A comprehensive statute was enacted in 1945, 1945 PA 136, amended many times and
then wholly replaced in 1980, 1980 PA 300. The current statute is built on the 1980 enactment.
The statute, MCL 38.1301, ef seq., prbvides a retirement benefit to public school employees
who meet the basic requirements for vesting.

2,
(a)

As presently written the public school employees retirement act, MCL 38.1301 ef seq.
(“MPSERA™) provides retirement benefits to three broad classes of public school employees:
. public school employees hired after September 4, 2012;

. public school employees hired after July 1, 2010 but before September 4, 2012;
. public school employees hired before July 1, 2010.
Public school employees hired on September 4, 2012 and after are virtually shut out

of the retirement process by being offered only a 401(k) style plan. Those hired after July 1,

2
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2010, but before PA 300 are in a “hybrid” plan which may include a 401k type plan together

with the moze traditional defined benefit. MCL 38.1341b.

(b

The third class of persons is the most numerous. These public school employees fall
into two general groups, One group includes persons who were hired before January, 1990 and
have never been required to contribute to the cost of their pension, These persons are in the
Basic plan,

The other group includes persons hired affer January 1, 1990. These employees have
been required to contribute varying amounts to the cost of their retirement and, as a result, have
obtained certain advantages (an earlier retirement date, an enhanced retirement allowance).
These persons are inthe Member Investment Plan (MIP). When MIP was created, persons hired
before January, 1990 were given the option to participate in MIP and many did.

C. The Retirement Formula

MPSERA functions in a manner that is the same as myriad other retirement plans
provided by statute or by local ordinance. A person is entitled to a retirement allowance. The
amount of the allowance is computed using three factors:

. “Final average compensation.” This reflects the average of the individual’s
compensation over a specified period of time (often the last three years of the person’s
employment);

° “Years of service.” This reflects the total service credit accumulated by the employee.
The service credit includes work for the covered employer but may also include military

service or service with other specified employers.
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. “Multiplier.” The multiplier is a factor expressed as a per cent. Until PA 300, the
multiplier for all persons covered by MPSERA was 1.5%.
A typical retirement allowance under MPSERA might be as follows: the final average
compensation for a person is $65,000. The individual worked 33 yeats. The equation would be
[$65,000 x 30 x 1.5%] or $29, 250 per annum.

D. The PA 300 Changes

1.

The Legislature has, in the past, made many changes to the Retirement Act. However,
none of these changes affected then current employees; they were all prospective in nature or
were voluntary for current Members of the retirement system. The most significant changes
involve contribution to the cost of retirement. MIP became mandatory in 1990 for new hires.
The “hybrid” plan became mandatory in 2010 for new hires. And the virtual termination of the
retirement plan became mandatory as part of PA 300. But none of these changes was applied
to current employees; they applied only to new hires.

2,

On September 4, 2012 the Governor signed Senate Bill 1040 which then became 2012
PA 300 and was immediately effective. This legislation makes numerous changes to the Public
School Employees Retirement Act. Those that are of significance to this litigation follow,
(a)

Section 43g requires that all public school employees persons pay at least 4% of their
compensation to maintain their current retirement formula. Previous to PA 300 persons in the
Member Investment Plan paid varying amounts toward their plan but not greater than 6.9% of
income. However, those in the Basic plan paid nothing.

4
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(b)

Section 84 b imposes a sanction on members who refuse to pay the increased costs or
who fail to make a decision by the deadline (approximately December 1, 2012). Retirement
costs are not increased for such persons. But the retirement allowance for them will be
computed at 1.5% times years of service times final average compensation only for their years
of service from hire until about December 1, 2012; thereafier, the retirement allowance will
be computed ar 1.25% times years of service times final average compensation. The
consequence could be a dramatic reduction in the retirement allowance for such persons.

The same section permits public school employees to opt out of MPSERS completely
with current contributions frozen and future retirement based on a defined contribution plan
in which an employer will match employee contributions up to 4% of compensation.

(c)

Section 43¢ and 91a(8) arc apparently intended to repair the previous version of the law,
found unconstitutional in AFT Michigan v State of Michigan, supra,297 Mich App 597 (2012).
The new provision provides post employment retiree health care to a public school employee
only if they pay 3% of their compensation into a fund to be used to purchase and pay for post-
employment re_tiree health care for persons who have already retired. The section provides for
a refund of confributions if the Member does not receive post employment retiree health care,
themselves. This is, it appears, intended to fix the problem noted in AFT Michigan in which
Members were required to pay 3% of their compensation to fund post employment retiree
health care of others without any assurance that they, themselves would receive that benefit.

Now the statute provides for an opt-in and a refund.
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The repair is, however, illusory. Individuals who voluntarily pay into the system may
never receive the benefit they sought; and, if so, their contributions are repaid under terms so

onerous as to be an unconstitutional Taking without just compensation.

THE PROCEEDINGS BELOW

A, Proceedings Before the Court of Claims

L.

Plaintiffs filed suit in the Court of Claims challenging sections 43¢, 43g, 59(3), 84band
91a(8) of 2012 PA 300 as unlawful, Initially, Plaintiffs sought, and the Court of Claims
granted, a motion for a temporary restraining order enjoining the State of Michigan from
enforcing the Section 59(3) “window period.” Plaintiffs argued, and the Court agreed, that the
time allowed by the statute to make several momentous decisions was so brief as to be
unreasonable, Ultimately, the Court of Claims permanently enjoined application of that
provision of the Act; that decision was not appealed by the Attorney General and was not
considered by the Court of Appeals. The Michigan legislature has since amended the enjoined
provision to provide for an extended window period. 2012 PA 359. That aspect of Plaintiffs’
complaint is now concluded.

2.

Plaintiffs asserted that section 43(d) and 91(a)(8) were invalid as they provided for the
refund of certain contributions paid under terms so unreasonable as té constitute a Taking
without just compensation. These sections require the refund of contributions intended to
provide for post employment retiree health care of the employee where the employee does not
qualify for that benefit. However, the contributions are paid only when the employee reaches

6
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age sixty, are paid over five years and the employee is awarded only 1.5% interest. The Court
of Claims stated that she was “not happy about that and it’s probably usury” but the terms were
not unlawful because a “choice” was provided. J.apx. 34a.

Plaintiffs also asserted that sections 43b and 84g breached a contract between the State
of Michigan and public school employees who were subject to the Retirement Act. Plaintiffs
argued that the State had made express promises regarding retirement in a myriad of
publications; that those promises had been breached because the State is now requiring public
school employees to pay a greater proportion of their compensation in order to keep promised
retirement terms intact. The Court of Claims denied relief regarding sections 43b and 84g, It
concluded that the legislation did not affect any vested benefits, that the publications were only
advisory and not part of a contract. J. apx. 34a.

The Court of Claims denied relief and granted summary disposition to the Defendant
State of Michigan on these claims. There was no written opinion.

B. The Decision of the Court of Appeals

The Court of Appeals affirmed the decision of the Court of Claims. In an opinion by
Judge Kelly, joined by Judge Saad with Judge Gleicher concurring, the Court concluded that
no contract was created by the various publications as a disclaimer was provided; that 1980 PA
300 did not create a contract; that 2012 PA 300 did not contravene Article 9 § 24 of the
Constitution of 1963; that 2012 PA 300 had, indeed, cured the defect observed by the Court of
Appeals in AFT Michigan v State of Michigan, supra; that 2012 PA 300 did not
unconstitutionally retain the value of interest earned on monies paid into a fund for post
employmentretiree health care which were refunded to persons who did notreceive health care.
The decision of the Court of Claims was affirmed in all respects.

7
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C. Leave Granted

This Court granted Plaintiffs’ application for leave to appeal on May 21, 2014,
ARGUMENT

I. Retention of the Value of the Interest Is a Taking Without Just Compensation
Summary of Argument I

Section 91a(8) of PA 300 allows the State of Michigan to keep monies deposited with
MPSERS by public school employees who choose to opt in to MPSERS post employment
retiree health care but, for myriad reasons, ate never eligible to receive that benefit. However,
the statute does not require prompt refund of contributions made by these public school
employees although they have ceased to be Members of MPSERS, are not entitled to post
employment retiree health care and are entitled to a refund of their contributions. Although the
deposits are eventually refuncied, the State of Michigan is permitted to keep these deposits for
decades, invest the deposits and retaiﬁ the increase in value of the deposits. The refund, when
ultimately made, provides the public school employee with a fraction of the actual interest that
has accrued. This is a per se Taking without just compensation in violation of the Fifth
Amendment to the United States Constitution and Article X § 2 of the Constitution of 1963.

A The Retention of the Value of Interest Earned

1.

Section 91a(8) states:

A member or former member who does not make the election under subsection
(5), who is 60 years of age or older, who does not qualify for the payment of
health insurance coverage premiums by the retirement system under section 91,
and who files an application with the retirement system on or after termination
of employment shall receive a separate retirement allowance as calculated under

8
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this subsection, Except as otherwise provided under this subsection, the separate
retirement allowance under this subsection shall be paid for 60 months and shall
be equal to 1/60 of the amount equal to the contributions made by the member
under section 43e... The amount of the separate retirement allowance as
determined under this subsection shall be increased in a manner as determined
by the retirement system by a percentage equal to 1.5% multiplied by the total
number of years that member made contributions under section 43e.

MCL 38.1391a(8).
2.
(a)

To understand why this is a Taking, it is important to recognize that there is a class of
persons who will not receive post-employment retiree health care although they initially opted
to pay MPSERS for that privilege. The largest such group will be individuals who, for a myriad
of reasons, will work for less than tén years as a member of MPSERS and therefore will not
obtain rights to a pension or post employment retiree health care.

Persons who do not qualify for retiree health care for any reason will have their
contributions refunded, MCL 38.1391a(8), However, the terms of the refund are so
unreasonable that they amount to an unconstitutional Taking. As noted above:
® The individual may only begin to receive the refund after their 60th birthday; |
[ the refund is paid in sixty installments;

] The refund does not include the actual value of the interest earned on the person’s

deposits; 1.5% interest is added to the refund, far less than the actual value of interest
earned and retained by MPSERS .

(b)

To further realize why the retention of earned interest is a Taking, consider the example
which follows. A public school employee is hired by a school district and works for nine years

and then permanently leaves public education in Michigan (the reasons for this are myriad
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including career change or relocation) . This person will never vest in MPSERS and will not
receive a retirement allowance. The individual will also not be eligible for post employment
retiree health care, although they have paid into MPSERS for the purpose, because they will
not be eligible for a retirement allowance, They will, however, be eligible for a prompt refund
of their retirement contributions under MCL 38.1365. But payments for post employment
retiree health care may not be paid for decades.

In our example, the individual might have entered MPSERS at age 24, immediately
upon graduation from college or university. That person might leave public school employment
at, say, age 33, If their salary were, for example, $45,000, they will have paid inabout $12,150
as contribution to the trust for post employment retiree health care ($45,000 x 3% x 9). Under
PA 300, the State of Michigan will keep that money until the person is age 60 — 27 years. The
“separate retirement allowance” is be paid in sixty installments. The allowance is be computed
by dividing the pensions contributions and multiplying them by 1.5%.

3.

The Public School Employees Retirement Act directs that the Office of Retirement
Systems will assume an annual growth rate of eight percent. MCL 38.1404(a)(2). Therefore,
ORS is required to assume that the deposits to its funds will increase in value and by a

substantial amount.
In the example posited, the Member will have invested 12,150 with MPSERS for 27
years. At 1,5% interest, the person will be paid a total of $18,160. However, using MPSERS

required rate of return of 8%, the investment should be valued in excess of $97,000. The

difference-more than $78,000—is kept by MPSERS.

10
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B. The Retention is a Per Se Taking

The retention of the value of the interest earned on the accumulated contributions of
ineligible persons is a Taking under the Fifth Amendment to the Constitution of the United
States and Article 10 § 2 of the Constitution of 1963.

1. The Retention of Interest Is a Taking
(a)

In Webb’s Fabulous Pharms v Beckwith, 449 US 155, 164-65, 101 S Ct 446, 452-53;
66 L Ed 2d 358 (1980) the United States Supreme Court held that the value of interest earned
on monies placed in an account in an interpleader action could not be retained by the State and
that a statute requiring the same could not be enforced. Rather, the exaction was a “forced
contribution to general governmental revenues, and it is not reasonably related to the costs of
using the courts,” Indeed, ““[the] Fifth Amendment’s guarantee . . . was designed to bar
Government from forcing some people alone to bear public burdens which, in all fairness and
justice, should be borne by the public as a whole.’, citing Armstrong v United States, 364 US
40, 49 (1960).

Interest earned on contributions to a government fund belongs to the owner of the

principal. It cannot be taken by the state simply because the state administers the fund into

which it is deposited.

(b)
The issue of state retention of the value of interest was again addressed in Brown v

Legal Foundation of Washington, 538 US 216; 123 S Ct 1406; 155 L Ed 2d 376 (2003). In

Brown the Supreme Court considered the retention, by the State of Washington, of the value

i1
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of interest earned on attorney IOLTA accounts and whether that constituted a Taking, in

Constitutional terms, without just compensation.

“While it confirms the state’s authority to confiscate private property, the text

of the Fifth Amendment imposes two conditions on the exercise of such

authority: the taking must be for a “public use” and “just compensation” must

be paid to the owner.”

Brown v Legal Found, supra, 538 US at 231-32.
(c)

The retention of the interest is a Taking because (&) the Member has a clear right to
refund of her contributions as she will not be eligible for post employment retiree health care;
(b) MPSERS keeps her contributions for an extended period and invests them; (c) the Member
is deprived of access to the value of the contributions for an extended period; (d) the Member
does not receive the actual value of the interest earned on the contributions.

The retention of the value of the interest is a Taking for which compensation is due.
2. A Per Se Taking
(a)

Because property is actually seized, the retention of the value of interest is a per se
taking. This is not a “regulatory” taking in which government has, by rule or statute, restricted
the use of property. See e.g. Block v Hirsh, 256 US 135; 41 S Ct 458; 65 I Ed 865 (1921)
(government regulation that merely prohibits landlords from evicting tenants unwilling to pay
a higher rent held not a taking); Village of Euclid v Ambler Realty Co., 272 US 365,47 S Ct

114, 711.Ed 303 (1926) (rule prohibiting private uses of part of an owner’s property). Instead,

this is the actual appropriation of an item of value.
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The taking here is the seizure of money. The outright seizure of property is subject to
a “per se” analysis under the Fifth Amendment. Brown, supra, 235. This taking is subject to
the per se approach because it is the seizure of the value of the accrued interest on monies
retained by MPSERS.
3. Taking for a Public Purpose

The Taking is for a public purpose. The Michigan Legislature consciously permitted
MPSERS to keep the increase in value of the contributions as opposed to requiring an
immediate refund as mandated elsewhere in the statute. Therefore, both the principal value of
the contributions and the value of the accrued interest redound to the benefit of the MPSERS
funds. In short, MPSERS is able to retain the money—potentially for decades—investitand keep
the proceeds. This amounts to a very low interest loan from the public school employee to
MPSERS. That is, by definition, a taking for a public purpose.

4.

The reasoning of both Brown and the earlier decision to similar effect in Phillips v
Washingion Legal Foundation, 524 US 156, 172,118 S Ct 1925, 141 LEd 2d 174 (1998) have
been adopted by the Michigan Court of Appeals. In Butler v Michigan State Disbursement Unit,
275 Mich App 309, 312; 738 NW2d 269 (2007), the Court noted that Michigan follows the
rule the Supreme Court stated in Brown and that “the ‘just compensation’ required by the Fifth
Amendment is measured by the property owner’s loss rather than the government’s gain,”
Citing Brown, supra, 235-236; Butler, supra, 271. The Court of Appeals agreed that the
retention of the value of interest earned on child support deposits could be a Taking. However,
in Butler, the Plaintiff*s loss was less than the administrative costs that would be incurred if the
value of the interest was actually paid to Plaintiff. Therefore, Plaintiff had no actual loss. But
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the precept is clear: interest is the property of the individual; retention of the value of interest
earned is a Taking for which just compensation may be due.

C. Just Compensation is Due

1.

The Fifth Amendment does not prohibit all Takings; instead it requires that just

compensation be paid. Here, MPSERS does not pay just compensation because it keeps the

actual interest earned and pays the Member considerably less than MPSERS has gained and less
than is commercially reasonable,

Compensation is “...measured by the property owner’s loss rather than the government’s
gain.” Brown, supra, at 236. In Brown, supra, citing to Phillips v Washington Legal
Foundation, 524 US 156, 172; 118 S Ct 1925; 141 L Ed 2d 174 (1998), the Court reaffirmed
its holding that “that the interest income generated by funds held in IOLTA accounts is the
‘private property’ of the owner of the principal.” No compensation was due to the individual
Plaintiffs in Brown because the amount of interest they actually would have earned was
virtually nil. But the case makes clear that claiming the value of the interest on the IOLTA
deposits was, indeed, a Taking for which “just compensation” might have been due.

By contrast, here, there is a measurable loss. The loss may be measured in two different
ways. First is the value of time. MPSERS keeps a Member’s contributions for an extended
period of time, The Member has lost the use of that money for what may turn out to be decades.
If refunded promptly, the Member will have the opportunity to invest the money at reasonable
rates of return. The annual refurn on many mutual funds exceeds 5%; some are close to 10%.
Certainly there are no guarantees but even a conservative investor should be able to do better
than the 1.5% provided by MPSERS,
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Second, MPSERS is directed to assume an annual growth rate of 8%. It requires little
arithmetic to realize that 1.5% is a fraction of the growth that MPSERS itself presumes,
2,

Just compensation means the actual value of a loss. The standard is the impact of the
Taking on the individual; what they lost. The value of a loss may sometimes be difficult to
quantify. It is not difficult here. The Member receives 1,5% interest paid decades after they
made the confribution.

The Member has lost the value of her contributions. She is entitled to be compensated
for her loss. |

D. Waiver of Constitutional Rights is Precluded

The Court of Appeals rejected the contention that retention of interest was a Taking
because “participation in the retiree healthcare system is now voluntary.” I, apx., 86a; slip op.,
20. However, with respect, this conclusion misses the point entirely. The State of Michigan
cannot require an individual to waive rights available under the Constitution as a condition of
receipt of a state provided benefit.

1.

Rights arising under the Fifth Amendment and Article 10 § 2 are as personal to the
individual as any other rights guaranteed by either Constitution. An individual’s property is not
protected against Taking, However a Taking must be accompanied by just compensation. These
rights are not different than the right of frecdom of speech or assembly.

2.

An individual does not waive rights under the law by voluntarily contributing toward
the cost of post employment retiree health care. When the employee makes the decision, it can
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be presumed that the employee expects to be eligible for health care. And there is nothing in
the law or in any MPSERS publication which warns an employee that participation waives
Constitutional rights. Buf, if there were, the waiver would not be enforceable.

Government may not impose “unconstitutional conditions™” in exchange for receipt of

state provided benefits:

“We have said in a variety of contexts that “the government may not deny a
benefit to a person because he exercises a constitutional right.” Regan v.
Taxation With Representation of Wash., 461 U. S. 540, 545, 103 S. Ct. 1997,
76 L. Ed. 2d 129 (1983). See also, e.g., Rumsfeld v. Forum for Academic and
Institutional Rights, Inc., 547 U. S. 47, 59-60, 126 S. Ct. 1297, 164 L. Ed. 2d
156 (2006); Rutan v. Republican Party of 1., 497 U. S. 62,78, 110 S. Ct. 2729,
111 L. Ed. 2d 52 (1990). In Perryv. Sindermann, 408 U. S. 593,92 S. Ct. 2694,
33 L. Ed. 2d 570 (1972), for example, we held that a public college would
violate a professor’s freedom of speech if it declined to renew his confract
because he was an outspoken critic of the college’s administration. And in
Memorial Hospital v. Maricopa County, 415 U, 8. 250, 94 S, Ct. 1076, 39 L.
Ed. 2d 306 (1974), we concluded that a county impermissibly burdened the right
to travel by extending healthcare benefits only to those indigent sick who had
been residents of the county for at least one year. Those cases reflect an
overarching principle, known as the unconstitutional conditions doctrine, that
vindicates the Constitution’s enumerated rights by preventing the government
from coercing people into giving them up.”

Koontz v St Johns River Water Mgmt. Dist,  US ;133 8 Ct 2586, 2594; 186 L Ed 2d 697
(2013).

And:

“Those precedents have long since rejected Justice Holmes” famous dictum, that
a policeman “may have a constitutional right to talk politics, but he has no
constitutional right to be a policeman,” McAuliffe v. Mayor of New Bedford, 155
Mass. 216,220, 29 N.E. 517 (1892). Recognizing that “constitutional violations
may arise from the deterrent, or ‘chilling,” effect of governmental [efforts] that
fall short of a direct prohibition against the exercise of First Amendment
rights,” Lairdv. Tatum, 408 U.S, 1, 11,33 L. Ed. 2d 154,92 S. Ct. 2318 (1972),
our modern “unconstitutional conditions™ doctrine holds that the government
“may not deny a benefit to a person on a basis that infringes his constitutionally
protected . . . freedom of speech” even if he has no entiflement to that benefit,
Perry v. Sindermann, 408 U.S. 593, 597, 33 L. Ed. 2d 570, 92 S. Ct. 2694
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(1972). We have held that government workers are constitutionally protected
from dismissal for refusing to take an oath regarding their political affiliation,
see, €. ., Wieman v. Updegraff, 344 U.S. 183, 97 L. Ed. 216, 73 S. Ct. 215
(1952); Keyishian v. Board of Regents of Univ. of State of N. Y., 385 U.S. 589,
17 L. Ed. 2d 629, 87 8. Ct. 675 (1967), for publicly or privately criticizing their
employer’s policies, see Perry, supra; Mt. Healthy City Bd. of Ed. v. Doyle,429
U.S, 274, 50 1. Ed. 2d 471, 97 S. Ct. 568 (1977); Givhan v. Western Line
Consol, School Dist., 439 U.S. 410, 58 L. Ed. 2d 619, 99 S, Ct. 693 (1979), for
expressing hostility to prominent political figures, see Rankin v. McPherson,
483 U.S. 378, 97 L. Ed. 2d 315, 107 S. Ct. 2891 (1987), or, except where
political affiliation may reasonably be considered an appropriate job
qualification, for supporting or affiliating with a particular political party, see,
e. 8., Branti v. Finkel, 445 1.8. 507, 63 L. Ed. 2d 574, 100 S. Ct. 1287 (1980).
See also United States v. Treasury Employees, 513 U.S. 454, 115 S. Ct. 1003,
130 L. Ed. 2d 964 (1995) (government employees are protected from undue
burdens on their expressive activities created by a prohibition againstaccepting
honoraria); Abood v. Detroit Bd. of Ed., 431 U.S. 209, 234, 52 L. Ed. 2d 261,
97 8. Ct, 1782 (1977)(government employment cannot be conditioned on
making or not making financial contributions to particular political causes).”

Bd of County Comm’rs v Umbehr, 518 US 668, 674-675; 116 S Ct 2342; 135 L Ed 2d 843
(1996).
3.

What the Court of Appeals has said is that a condition of participation in the MPSERS
program for post employment retiree health care is the involuntary waiver of a right guaranteed
by both the United States and Michigan Constitutions. That is, the individual is supposedly
knowingly giving up their right to receive just compensation in response to the taking of the
value of the interest. That is directly contrary to what the Supreme Court has called the
“unconstitutional conditions™ doctrine,

Individuals who voluntarily participate in the retiree health care program are entitled
to receive the reasonable value of the interest earned on their contributions when refunded.
MPSERS may not lawfully take the substantial value of the interest and return a pittance.
Section 91a(8) is therefore unconstitutional on its face.

17




Mark H, Cousens
ATTORNEY

26261 EVERGREEN RoAD
Surrg 110
SouTnFELD, MicHigan 48076

PHORE (248) 355-2150
Fax (248) 355-2170
o

IL. Section 43¢ Is Not Repaired

A, The Defect

In AFT Michigan v State of Michigan, supra, the Court of Appeals correctly concluded
that section 43e 0f 2010 PA 75 violated the right of public school employees to substantive due
process. The statute stated that each such employee must contribute 3% of their compensation
to a fund to pay for post employment retiree health care of current retirees. However, none of
the individuals paying into the fund were, themselves, guaranteed that they would receive post
employment retiree health care when they retired.

2012 PA 300 concedes the validity of the decision of the 2012 Court of Appeals because
it eliminates the mandatory nature of the 3% contribution and allows individuals to opt out of
post employment retiree health care completely. However, the defect that the Court of Appeals
noted has not been repaired; it has been replaced by a provision thét is itself unconstitutional.

The Court of Appeals concluded that the defect noted originally was fully cured by
transition of the payments from compulsory to voluntary. But the payments now made still lack
any certainty that the individual paying into MPSERS will actually receive post employment
retiree health care. Further, the provision for a refund of payments is so unreasonable as to be
itself a violation of the individual’s right {o substantive due process.

B. Participation Not Wholly Voluntary

The Court of Appeals described the system for retiree health care as “voluntary.”J. apx.
83 a; slip op., 17. Withrespect, that is not completely accurate. Section 91a(5) of the Act, MCL
38.1391a(5), states:

“(5) Except as otherwise provided in this section, beginning September 4, 2012

and ending at 5 p.m. eastern standard time on January 9, 2013, the retirement

system shall permit each qualified member to make an election to opt out of
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health insurance coverage premiums that would have been paid by the

retirement system under section 91 and opt into the Tier 2 account provisions

of this section effective on the transition date. A qualified member who makes

the election under this subsection shall cease accruing years of service credit for

purposes of calculating a portion of the health insurance coverage premiums

that would have been paid by the retirement system under section 91 as if that

section continued to apply.
MCL 38.1391a(5).

PA 300 granted a single, time limited, opportunity for current public school employees
to opt out of post employment retiree health care and cease payment of the 3% required by
section 43e, MCL 38.1343¢ of the School Employees Retirement Act, MCL 38.1301 et seq.
However, the employee had to actively elect to opt out; the “default” was that they would
continue to participate, It is a certainty that a class of individuals are continuing to pay into the
PA 77 trusts because they did not act in time. Hence, it is a bit glib to say that participation in
the payment of the 3% was fully voluntary.

C, Stitl No Guarantee

Persons who agree to pay into the trusts—voluntarily or otherwise—-are not guaranteed
payment of post employment retiree health care. Neither 2010 PA 77 (which created the Health
Care Trusts) nor 2012 PA 300 reverse Studier v Michigan Pub School Employees’ Retirement
Bd, 472 Mich 642; 698 NW2d 350 (2005). There this Court held that this Article 9 § 24 of the
Constitution of 1963 did not apply to health care benefits:

“Thus, in summary, we hold that health care benefits are not protected by Const

1963, art 9, § 24 because they neither qualify as ‘accrued’ benefits nor

‘financial’ benefits as those terms were commonly understood at the time of the

Constitution’s ratification and, thus, are not ‘accrued financial benefits.””

472 Mich at 658-659.
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Further, the Court held that the Legislature had not created a contract which insured the

provision of health care benefits:

“However, we conclude that MCI. 38.1391(1) does not create for retirees a
contractual right to receive health care benefits and, therefore, reverse the Court

of Appeals determination on that point.”
1d., 659-660.

PA 77 reinforces Studier by expressly disclaiming any promise or assurance that health
care benefits will be proffered to retirees in the future. To the contrary, the statute disclaims any
obligation to establish or maintain a program of benefits in the future, Section 3(6) states, in
part:

“This act shall not be construed to define or otherwise assure, deny, diminish,

increase, or grant any right or privilege to health care benefits or other

postemployment benefits to any person or to assure, deny, diminish, increase,

or grant health care benefits or other postemployment benefits, rights, and

privileges previously or already granted to members or past members and their
dependents by the applicable retirement act.”

MCI. 38.2733(6).
Therefore, persons paying into the Health Care Trusts are promised nothing and
guaranteed nothing,

D. Unconstitutional Taking

PA 300 provides for a refund of the payments into the trusts for a person who does not
opt out of payment or who does not qualify for post employment retiree health care. However,

as is submitted above, the terms of the refund are so unreasonable as to be a Taking without just

compensation.

The Court of Appeals held that PA 300 committed the State of Michigan to nothing.

The Legislature might, it seems, unilaterally terminate any payment for post employment retiree
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health care and apply the same to persons who continued to pay into the trusts. This is exactly
the problem correctly noted by the Court of Appeals in AFT Michigan, et al v State of
Michigan, supra. Yet the supposed repair requires public school employees to consent to the
taking of the value of the interest earned on their contributions.

With respect, the decision of the Court of Appeals secks to have matters both ways.
First, there is no contract created by either PA 300 or the Publications issued by MPSERS.
Second, the terms of the refund are acceptable because participation is voluntary. Yet that
allows the State of Michigan to terminate post employment retiree health care totally, keep the
money paid into MPSERS for decades and refund the money with minimal interest.

Section 43¢ has the same defects it had when it was adopted. It takes money without any
guarantee of a return and then refunds those payments under terms that are unreasonable.
Section 43e is a deprivation of the right of substantive due process for the same reasons
expressed to this Court, and the Court of Appeals, in AFT Michigan v State of Michigan, supra.
III. 2012 PA 300 Breaches a Contract with Public School Employees

Summary of Argument I

Public school employees are parties to a contract with the State of Michigan regarding
their retitement. For multiple generations, these efnployees have been given very clear
representations with regard to the terms of retirement. They were told what they would receive,
when they would receive it and what they would have to pay. 2012 PA 300 disregards express
promises made by the State of Michigan to these individuals. It unilaterally changes the terms
of a contract on which public school employees have relied and on which they were told to rely.

This is a patent violation of a contract and the Court should not permit it.
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A, Promises Were Made

1.

The Michigan Public School Employees Retirement System (“MPSERS”) has long
sought to inform public school employees about the terms of their retirement. Years before the
internet came into existence, MPSERS published myriad booklets, leaflets, forms and manuals
which explained what an employee would receive and what they would pay. Some of these
publications (hereafter “Publications”) are annexed to this brief. Each of these documents
contains an express promise with regard to the terms of the retirement plan offered by
MPSERS.

The oldest documentreadily available to Plaintiffs was printed in January, 1990. Exhibit
1. It is an effort to explain the retirement plan and allow persons to make a selection between
the Member Investment Plan (“MIP”) and the Basic Plan (“Basic”). It explains when a petson
may retire. It notes that, at the time, an individual could opt out of MIP at various times over
a four-year period. And the book states how retirement is caloulated:

Pension Formula

Y our Retirement Plan provides a benefit that is determined by a formula. The
formula is your final average salary times 1.5% (.015) times your total years of
service credit (see Table 2 on page 4). Each year a Member’s Statement of
Account is provided which shows your wages, service credit, contributions,
beneficiary designation, and other timely information.

Exhibit 1, page 7.
MPSERS revised these Publications over the years. In 1997 another version of the

document was prepared including the pension formula. Exhibit 2. See page 36 (“Calculating

Your Monthly Pension™)
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Yet another publication was issued without a date but with the same information.
Exhibit 3. See page 17 where the document provides advice on pension calculation:

How Much Will You Get?

The Pension Formula

“Your annual benefit is based on a formula that multiplies final average

compensation times a pension factor of 1.5 percent times your years of service.”

So important was this to the publication that the formula was printed in 54 point type
using a unique graphic, MPSERS intended the reader to be left with no doubt as to what the
pension formula would be,

And another publication was issued in October, 2009 for participants in the MIP plan.
Exhibit 4. See page 18 where MPSERS again uses oversize type to make clear how the pension

is calculated and the use of the 1.5% multiplier.

2.

These statements were clear and unequivocal, Individual public school employees were
told to assume that the promises contained in the Publications was the truth, They were told that
their retirement would be based upon Final Average Compensation times 1.5% times years of
service at the time of retirement. The promise was specific and express; it said that when the
employee retirved, their retirement formula would be as it was described in the Publications.

The specific nature of the promise is significant. The Publications described what would
happen at some unknown point in the future. But they were very clear; the employee was
promised that, when they retired, their multiplier would be 1.5%. This was a promise of future
conduct; it was an assurance of what would happen when the employee retired. The promise

was not capable of being fulfilled immediately; it had to await the employees decision to retire.
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No part of these Publications told anyone that the retirement terms were subject to
change at will. Throughout the Publications, there are references to the importance of planning
for future retirement, Exhibit 2, page 3; Exhibit 3, page 6; Exhibit 4, page 6. Public school
employees were expected to rely, and did rely, on the promises made by the State of Michigan
as expressed by MPSERS. Tmportant cai;eer decisions were likely made based on the legitimate
expectations of public school employees regarding the future provision of retirement pension
and benefits. As is argued ahead, the “disclaimers” are not adequate because they do not warn
that specific terms might change; indeed, they do not warn that any terms may change.

B. Retirement is Contractual

L.
(a)

Since the adoption of the 1963 Constitution, the law has recognized that public pensions
are contractual obligations and not mere gratuities, Before 1963, it had been the general rule
that pensions granted by public authorities were not contractual obligations but gratuitous
allowances which could be revoked at will by the authority because the pensioner was not
deemed to have had any vested right in their continuation. See Attorney General v Connolly,
193 Mich 499; 160 NW 581 (1916); Brown v Highland Park, 320 Mich 108; 30 NW2d 798
(1948) and Van Coppenolle v Detroit, 313 Mich 580; 21 NW2d 903 (1946).

The question was debated during the 1962-1963 Constitutional Convention. Delegates

supported a rejection of the “gratuity” precept and chose instead to recognize that pension

benefits were contractual,
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“MR. VAN DUSEN: Mr. Chairman and members of the committee, this
proposal by the committee is designed to do 2 things: first, to give to the
employees participating in these plans a security which they do not now enjoy,
by making the accrued financial benefits of the plans contractual rights. This,
you might think, would go without saying, but several judicial determinations
have been made to the effect that participants in pension plans for public
employees have no vested interest in the benefits which they believe they have
earned; that the municipalities and the state authorities which provide these
plans provide them as a gratuity, and therefore it is within the province of the
municipality or the other public employer to terminate the plan at will without
regard to the benefits which have been, in the judgment of the employees,
earned.

“Now, it is the belief of the committee that the benefits of pension plans are in
a sense deferred compensation for work performed. And with respect to work
performed, it is the opinion of the committee that the public employee should
have a contractual right to benefits of the pension plan, which should not be
diminished by the employing unit after the service has been performed.”

1 Official Record, Constitutional Convention 1961, 770-771. Cited in Advisory Opinion re
Constitutionality of 1972 PA 258, supra, 389 Mich at 662-663, See also In re Request for
Advisory Opinion Regarding Constitutionality of 2011 PA 38, 490 Mich 295, 311-312; 806
NW2d 683 (2011).

(b)

The product of the Convention debates was Article IX § 24 of the Constitution. That

provision states:

“The accrued financial benefits of each pension plan and retirement system of
the state and its political subdivisions shall be a contractual obligation thereof
which shall not be diminished or impaired thereby.

“Financial benefits, annual funding. Financial benefits arising on account of
service rendered in each fiscal year shall be funded during that year and such
funding shall not be used for financing unfunded accrued liabilities.”

Const 1963, Art9 § 24
Pension benefits which have already accrued are, unquestionably, contractual. But

promises were also repeatedly made regarding a future benefit. In fact, the 1990 booklet
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explicitly states that “Benefits are safeguarded by the Michigan Constitution (Article IX,
Section 24).” Exhibit 1, page 1. These promises are, as a matter of law, not mere gratuities.

They are enforceable as contracts.

2.
(a)

Although Michigan has more than 500 local school districts, education is a function of
the State.

“It has been repeatedly recognized by this Court that the control of the public
school system is a State matter, vested by the Constitution in the legislatare. In
MacQueen v. City Commission of City of Port Huron, 194 Mich 328, 336, it
was said:

“Fundamentally, provision for and control of our public school system
is a State matter, delegated to and lodged in the State legislature by the
Constitution in a separate article entirely distinet from that relating to
local government. The general policy of the State has been to retain
control of its school system, to be administered throughout the State
under State laws by local State agencies organized with plenary powers
independent of the local government with which, by location and
geographical boundaries, they are necessarily closely associated and to
a greater or less extent authorized to cooperate, Education belongs to the
State.”

“In Child Welfare Society of Flint v. Kennedy School District, 220 Mich
290, 296, the Court, after referring to certain provisions of the State
Constitution, said, in part:

The legislature has entire control over the schools of the State
subject only to the provisions above referred to. The division of
the territory of the State into districts, the conduct of the school,
the qualifications of teachers, the subjects to be taught therein
are all within its control.

“In Attorney General v. Lowrey, 131 Mich 639, 644, it was said:
““The school district is a State agency. Moreover, it is of legislature
creation. It is true that it was provided for in obedience to a

constitutional requirement; and, whatever we may think of the right of

26




Marx H. CoUSENS
ATTORNEY

26261 EVERGREEN RoAD
Surze 110
SouTHAELD, MicaIGAN 48076
PHONE {248) 355-2150
FAx (248) 355-2170

ﬂ‘{EE’.,E’ﬁ! 2231

the district to administer in a local way the affairs of the district under
the Constitution, we cannot doubt that such management must be in
conformity to the provisions of such laws of a general character as may
from time to time be passed, and that the property of the district is in no
sense private property, but is public property, devoted to the purposes
of the State, for the general good, just as almshouses and courthouses
are, although confided to local management, and applied to uses which
are in a sense local, though in another sense general.””
Imlay Township Primary School Dist v State Board of Education, 359 Mich 478, 483-484; 102
NW2d 720 (1960).
The Legislature has delegated much of the education function through the School Code,
MCL 380.1 ef seq. And it has required public school employers to bargain collectively with
representatives of their employees through the Public Employment Relations Act, MCL
423.201 et seq. But the Legislature has preempted the field with regard to basic retirement,
®
The State of Michigan has functionally fully occupied the field regarding public school
employee retirement. Although retirement is a mandatory subject for bargaining under the
Public Employment Relations Act, MCI, 423.201 ef seq., Wayne County, 26 MPER § 22;2012
WL 4859082 (MERC, 2012), it is highly unusual for a public school employee collective
bargaining agreement to include provisions regarding basic retirement. The reason is that the
School Employees Retirement Act fully addresses basic retirement.
“State law preempts a municipal ordinance in two situations: (1} where the
ordinance directly conflicts with a state statute or (2) where the statute
completely occupies the field that the ordinance attempts to regulate. (Citation
omitted) A direct conflict exists when the ordinance permits what the statute

prohibits or the ordinance prohibits what the statute permits, (Citation omitted)”

Czymbor’s Timber, Inc v City of Saginaw, 269 Mich App 551, 555; 711 NW2d 442 (2006).
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The Retirement Act, MCL 38.1301 e seq., occupies the field with regard to basic terms
and conditions of teacher retirement. Parties to a collective bargaining relationship may bargain
improvements or incentives which are better than basic retirement, Jurva v Attorney General,
111 Mich App 595; 315 NW2d 178 (1981), aff"d, 419 Mich 209; 351 NW2d 813 (1984)
(incentive to retire early held not to conflict with retirement statute). However, basic retirement
terms have been established by the Legislature.

C. Enforcement of Contract

The State of Michigan has made express promises regarding retirement. These promises
are contractual in nature and may be enforced.

L.

A contract of employment may arise through the unilateral actions of the employer.

“Generally, employment contracts are unilateral and may be accepted only by
performance. In re Certified Question, 432 Mich 438, 445-447; 443 NW2d 112
(1989); Cunningham v 4-D Tool Co, 182 Mich App 99, 106-107; 451 NW2d
514 (1989).

“A unilateral contract is one in which the promisor does not
receive a promise in return as consideration. 1 Restatement
Contracts, §§ 12, 52, pp 10-12, 58-59. In simplest terms, a
typical employment contract can be described as a unilateral
contract in which the employer promises (o pay an employece
wages in return for the employee’s work. In essence, the
employer’s promise constitutes the terms of the employment
agreement; the employee’s action or forbearance in reliance
upon the employer’s promise constitutes sufficient consideration
to make the promise legally binding, In such circumstances,
there is no contractual requirement that the promisee do more
than perform the act upon which the promise is predicated in
order to legally obligate the promisor. [Certified Question,
supra, at 446, citing Toussaint v Blue Cross & Blue Shield of
Michigan, 408 Mich. 579, 630-631; 292 NW2d 880 (1980)
(separate opinion of RYAN, J).]”

Suiecinski v Blue Cross & Blue Shield, 469 Mich 124, 138 fn 9; 666 NW2d 186 ( 2003).
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A unilateral contract is “...is one in which the promisor does not receive a promise in
return as consideration.” In re Certified Question, 432 Mich 438, 446; 443 NW2d 112 (1989),
citing 1 Restatement Contracts, §§ 12, 52, pp 10-12, 58-59. And that is what occurred here.

Plaintiffs do not rely on the “legitimate expectations” which were certainly formed as
a result of the Publications. Plaintiffs acknowledge the conclusion of this Court in Dumas v
Auto Club Ins Ass 'n, 437 Mich 521, 531; 473 NW2d 652 (1991), in which the Court declined
to extend that doctrine to employee compensation. However, the Court has repeatedly made
clear that express promises may be enforced whether written or otherwise:

“While the policy manual legitimate expectations analysis of Toussaint v Blue
Cross & Blue Shield of Michigan, 408 Mich 579; 292 NW2d 880 (1980), may
have in practice obscured that portion of the opinion dealing with a contract
arising from an express agreement, oral or written, it is clear that the Toussaint
majority held both that a provision of an employment contract providing that an
employee shall notbe discharged except for cause is legally enforceable and that
the contract may be established in alternative ways. According to Toussaint,
formation may be “cither by express agreement, oral or written, or as a result
of an employee’s legitimate expectations grounded in an employer’s policy
statements.” Id., p 598 (emphasis added).

Bullock v Auto Club of Mich, 432 Mich 472, 480; 444 NW2d 114 (1989)
See also Rood v General Dynamics Corp, 444 Mich 107, 117 fn 17; 507 NW2d 591
(1993):
“Confracts are often spoken of as express or implied. The distinction involves,
however, no difference in legal effect, but lies merely in the mode of
manifesting assent. Just as assent may be manifested by words or other conduct,
sometimes including silence, so intention to make a promise may be manifested

in language or by implication from other circumstances, including course of
dealing or usage of trade or course of performance.” 1 Restatement, Confracts,

2d, § 4, comment a, p 14.”

The State of Michigan issued Publications which contained clear and express promises.
There was nothing vague about what the State said. Retirement would be determined by a

formula which contained a multiplier of 1.5%. The Publications were intended to do more than
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offer suggestions. They were clear and unequivocal promises, It is hard to imagine a statement
more certain and clear than “your retirement formula is...”. Any reasonable person reading the
Publications would be left with the impression that the State had made a promise; that the
promise was a retirement based on the described formula.

A person choosing to enter employment as a public school employee could accept the
offer of employment based, in part, on the promises made by the State regarding retirement,
There was no formality required, the State made an offer, the employee accepted. The offer was,
in essence, “become a public school employee and you will receive retirement on these terms,”
The offer was unilateral; the acceptance was unilateral. But a contract was formed.

A contract was formed because the public school employee agreed to begin work on the
assumption that their retirement, when eligible, would be based on the formula that was
described in the Publications. The individual employee also agreed to begin work on the
assumption that they would not have to increase their payments in order to keep the formula that
was promised.

What has happened here is that a material term of the contract has been changed. This
is no different than the purchaser of a car being told that they must pay a monthly stipend to
continue in effect their warranty coverage they were promised when the car was delivered.

D. Disclaimers Inadeguate

The Court of Appeals rejected Plaintiffs’ assertion that acontract was breached because,
it held, the Publications contained disclaimers that were sufficient to prevent the creation of a
contract regarding future conduct. In essence, the Court said, the State of Michigan did not

make any promise was to what it might offer in the future. Vested retirement is protected by the
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Article 9 § 24 of the Constitution. But the terms of future retirement are not protected. The
problem with this analysis is that it ignores both the text of the promise and the text of the

disclaimer.
2.
(a)

The promises made by the Publications are beyond explicit, They are presented in a
manner designed to leave no doubt whatsoever as to the terms of retirement. The use of
oversized type and clever graphics was intentional, The Publications were intended to reassure
the reader that retirement would be available; that the terms of the retirement would be as

stated; that the multiplier would be 1.5%. The clarity of the Publications cannot be ignored.

Specifically, the employee was told:

“Your Retirement Plan provides a benefit that is determined by a formula. The
formula is your final average salary times 1.5% (.015) times your total years of
service credit,” Exhibit 1, p. 7

(b)
The creation of a contract is determined by the “objective test.”

“Otherwise stated, to determine whether there was mutual assent to a contract,
“we use an objective test, ‘looking to the expressed words of the parties and
their visible acts,” Rowe at 640, quoting Goldman v Century Ins Co, 354 Mich
528,535; 93 NW2d 240 (1958), and ask whether a reasonable person could have
interpreted the words or conduct in the manner that is alleged. Thus, we begin
our analysis by looking “to all the relevant circumstances surrounding the
transaction, including all writings, oral statements, and other conduct by which
the parties manifested their intent.” Rowe at 641.”

Rood v General Dynamics Corp, 444 Mich 107, 119 (1993).

A review of the Publications requires the conclusion that a reasonable person would
believe what they were told — “your retirement will be determined by the following formula.”
The Publications expressed clear and precise promises: there would be retirement allowances
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for public school employees; the retirement allowances would be computed using a 1.5%
multiplier; that this would apply ar the time of retirement. A contract exists because a
reasonable person would conclude that the Publications meant what they said.

(c)

The promise that was made related to future conduct. The Publications do not explain
what the person will receive presently. Retirement is, by definition, paid at a point in the future.
The Publications, then, make specific promises regarding the future conduct of the State of
Michigan. “Your retirement will...” is intended to describe what retirement will be when the
person ultimately retires. In other terms, the State of Michigan represented what the retirement

formulé would be in the future.

(a)
The Court of Appeals did not dispute that promises were made. It relied, however, on
the various disclaimers contained in the Publications:

“Importantly, the disclaimers contained within each of the documents plainly
demonstrates that the Retirement System manifested no intent to be
contractually bound by the formula and clearly warned that pensions were a
product of legislation, which was subject to change at any time. These same
disclaimers also compel a finding that AFT’s claim for breach of implied
confract must fail.”

J. apx. 77a; slip op., 11.

However, the disclaimers are inadequate to inform a reasonable person that the promises were

illusory, were not permanent or were not intended to be promises at all.
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(b)

The disclaimers here are neither explicit nor clear. When compared to disclaimers found
adequate by this Court or required by statute, the statements do not serve to disclaim a promise.
@

Perhaps the disclaimer that is most supportive of the conclusion reached by the Court
of Appeals is that found in Exhibit 1, p. 3. Titled “Disclaimer”, the publication states, in
pertinent part, “However, information in this booklet is not a substitute for the law. If
differences in interpretation occur, the law governs. The law may change at any time altering
information in this booklet.” Plaintiffs concede that this provides notice to the reader that “the
law may change.” But that statement is inadequate when compared to the clear and unequivocal
representations to the contrary.

(ii)

The Publications do not inform the reader that the promises made are illusory and should
not be believed. Plaintiffs respectfully strongly disagree with the conclusion of the Court of
Appeals that “The pamphlets and brochures were simply an informational explanation of the
then-existing formula...”. J, apx. 77a; slip op., 11. The Publications were explicit promises.

Public school employees were expected to believe what they were told. And they could believe

what they were told.
(iii)

Compare the disclaimer here to those found in the principal cases relating to the
“legitimate expectations” doctrine arising from Toussaint v Blue Cross & Blue Shield of
Michigan, 408 Mich 579; 292 NW2d 880 (1980) and its progeny. [As noted, Plaintiffs do not
rely that theory to support their claims as this Court has declined to apply it to matters involving
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employee compensation. Dumas v Auto Club Insurance Association, supra, 437 Mich 521, 531

(1991)] Disclaimers in such cases are effective because they disclaim even the existence of a
contract; because they warn that the employee is “at will.”

In Lytle v Malady, 458 Mich 153, 162; 579 NW2d 906 (1998} the disclaimer, found
adequate, said: “The Company reserves the right to terminate employees without assigning
cause; therefore, the employee serves at the will of the employer,” And further stated that ““ ’the
contents of this booklet are not intended to establish . . . any contract between . . . [the
employer] and any employee, or group of employees.”

In Heurtebise v Reliable Business Computers, Inc, 452 Mich 405, 413; 550 NW2d 243

(1996) the disclaimer stated (capital letters in original):

“It is important to recognize and clarify that the Policies specified herein do not
create any employment or personal contract, express or implied . . . .
NOTWITHSTANDING ANY OF THE SPECIFIC POLICIES HEREIN, EACH
EMPLOYEE HAS THE ABSOLUTE RIGHT TO TERMINATE HIS/HER
OWN EMPLOYMENT AT ANY TIME, WITHOUT NOTICE, AND FOR
ANY REASON WHATSOEVER, AND THE COMPANY HAS THE SAME

RIGHT.”

In Roodv General Dynamics Corp, 444 Mich 107, 121 (1993), the disclaimer applicable

to the claim of Shippers stated:

“The contents of this manual are presented as a matter of information only.
While Sealed Power believes wholeheartedly in the plans, policies and
procedures described here, they are not conditions of employment. Sealed Power
reserves the right to modify, revoke, suspend, terminate, or change any or all
such plans, policies, or procedures, in whole or in part, at any time, with or
without notice. The language used in this manual is not intended to create, nor
is it to be construed a contract between Sealed Power and any one or all of its

employees.”
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(iv)

Disclaimers required by statute, e.g. MCI. 440.2316(2), are required to be “sufficiently
conspicuous” to warn a consumer that a warranty is disclaimed. See e.g. Davis v LaFontaine
Motors, Inc, 271 Mich App 68, 77; 719 NW2d 890 (2006) (warranty disclaimer titled
“IMPORTANT BUYER INFORMATION?” (sic) was adequate to preclude warranty).

4,

The Court should conclude that the Court of Appeals incorrectly elevated the text of the
disclaimer in the Publications to something it is not. The disclaimer is devoid of substance and
meaning, It is a vacuous statement which provides no warning that the reader should not believe
the publication’s statements.

It is a challenge to conclude that the disclaimers here are “sufficiently conspicuous” or
even sufficientatall, “The law may change” isnot a warning; it is a speculation. No explanation
is offered regarding what such changes might accomplish. And, contrary to the supposed
disclaimer, the reader is left with the distinct, and justifiable, impression that the terms of
retirement are as promised and will be honored.

It would be anomalous to find that the common law was more forgiving than statutes
when reviewing the text of the disclaimer here. The Court should conclude, therefore, that the
Publications did not disclaim either the existence of a contract or a promise of future conduct.
The Court should find that a contract was created but that it was breached. PA 300 modifies the
terms of the contract by requiring public school employees to pay to keep what they were

promised. That is a breach of the promise and the contract that contained it.
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CONCLUSION

This Court should conclude that 2012 PA 300 unconstitutionally takes the value of
interest earned on contributions made for post employment retiree health care; that the Act did
not cure the deféct noted in AFT Michigan, supra; that the Act breaches a promise made to
public school employees by requiring them to pay a substantial sum in order to keep the

retirement terms they were promised, The decision of the Court of Appeals should be reversed.

MARK H. COUSENS (P12273)
Attorney for the Plaintiffs-Appellants
26261 Evergreen Road, Ste. 110
Southfield, MI 48076

(248) 355-2150

July 14, 2014
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Authority:

AN INTRODUCTION TO YOUR RETIREMENT PLAN

FOREWORD

As a member of the Michigan Public School
Employees Retirement System you «can look
forward to someday qualifying for a pension
yourself, and enjoying protection for your
loved ones as you move through your career,
With ftrends toward retiring earlier, and
Tiving Tlonger, most 1ikely vyou will be
spending a significant portion of your
lifetime in retirement. The earlier you
begin your personal retirement planning--the
more rewarding and financially secure will be
your later years.

A few minutes spent reading through this
booklet will be time well spent, and will
undoubtedly leave you with many positive
feelings about the dynamic System of which
you are a part,

The Retirement System is here to serve you.
If anything is unclear or you have additional
questions please contact us.

Act 300, as amended




DISCLATMER

This hooklet was written as an introduction to your retirement plan. You
should find 1t very helpful in the early stages of your planning for
retirement. It is designed to answer commonly asked questions in a simple
and easy to understand style. However, information in this booklet is not a
substitute for the law. If differences of Interpretation occur, the law
governs. The law may change at any time altering information 1in this

booklet.

There are other publications available providing greater detall on your
retirement pilan benefits. Additionally, Retirement System staff wil)
respond to your written questions or set up an appointment to visit with you

at our office.




WELCOME TO THE MICHIGAN PUBLIC SCHOOL EMPLOYEES RETIREMENT SYSTEM (MPSERS)
INTRODUCTION

The following information will familiarize you with the benefits available
to you now and in the future as a member of the Michigan Public School
Employees' Retirement System. This booklet explains the differences of the
Member Investment Plan (MIP) and the Basic Plan and provides you with
information essential to making informed decisions.

BENEFITS OF MEMBERSHIP

You are a member of this Retlrement System the first day you work in public
schools. You are also covered by Social Security. Participation in both
programs is required by law. These programs can be expected to someday
provide you with a significant portion of your retirement income.

You belong to a group of over 270,000 active employees and BO,000 retirees.
As of January 1990 over $12 billion in invested assets have been set aside
for present and future retirement benefits

The Michigan Public School Employees Retirement System 1s a state-wide
retirement plan. A1l full-time, part-time, teaching and non-teaching public
school employees, including short term and interim employees are members,
except for a few specific groups exempt by law. Certain full-time
university employees have the choice of belonging to an alternate retirement
plan (typically TIAA-CREF). 'If you work for several different MPSERS
schools during your career you remain covered by the same retirement plan.

The retirement law is under continuous review, and the Leglslature has
established an impressive record for improving benefits while maintaining
the financial soundness of the Plan. Benefits are safeguarded by the
Michigan Constitution (Article IX, Section 24).

A1l members must belong to either the Member Investment Plan (MIP) or the
Basic Plan. Basic Plan members do not make contributions. MIP members make
contributions on a tax-deferred basis and are entitled to the following
additional benefits:

Larger pension
Yearly increases throughout retirement to helip counter inflation

Earlier survivor protection
Earlier retirement eligibility v oL

* * ¥ ¥

A nonrefundable employer contribution and a yearly 1egis¥at1ve appropriation
is also provided to fund MIP and Basic Plan benefits.

You are automatically a member of the Member Investment Plan (MIP), if you
(1) first became an employee after December 31, 1989; or, (2) are a
returning employee who did mot work in public schools from January 1, 1987
through December 31, 1989. Approval 1is currently being sought from the
Internal Revenue Service (IRS) for an "exploration period” to give you




an opportunity to compare the differences between the two plans. If the IRS
grants approval, at the end of your exploration pericd you will have a time
period during which you may elect to discontinue participation in the MIP.
This election will be irrevocable. Financial pianning may assist you in

making an informed decision as to which plan best meets your objectives.
Table 1 (page ) shows a comparison of the MIP and Basic Plan bepefit

differences.

Members belonging to the Basic Plan do not have contributions deducted from
their wages. Tax deferred contributions are deducted from a MIP member's
gross wages received on a school fiscal year basis (July 1 ‘through the
following Jurne 30). Employees who elected the MIP on or before December 31,
1989 contribute a single rate of 3.9% of gross wages. Those who
automatically became enrolled in the MIP have contributions deducted
according to the following graduated schedule:

Hages MIP Contribution_Rate
First $5,000 3% of gross wages
$5,001 through $15,000 3.6% of gross wages
Over $15,000 4.3% of gross wages

RETIREMENT PLAN CHOICE
MIP VS. BASIC

Because your decision wiil bhe Iirrevocable and involves 1ife planning
considerations, you should make this decision carefully and with full
understanding of what each plan provides. The next few pages describe the
major features of the MIP and Basic Plan, and identify those benefits that
are available under either plan.

® When is the earliest age | can retire?

MIP members may retire at any age after BASIC members may retire no
30 years of service (some restrictions earlier than age 55 with 30
may apply 1f a member has 30 years of years of service.

service prior to age 46.)

MIP members may retire at age 60 or
older with a minimum of 5 years of
credited service under certain conditions.

Both plans provide regular retirement benefits payable at age 60
with 10 years of service and deferred retirement benefits payable at

age 60 with 10 or more years of credited service

Reduced retirement as early as age 55 with 15 or more years of
credited service uneder certain - conditions 1s also provided

regardless of plan choice,




® |s there a difference in the amount each plan will provide at

etirement?
' T
With MIP your initial pension is The BASIC Plan pensioniissuing '

greater since it is calculated , .. Yyour highest 5 consecuﬁtug;,,«”////

using your highest 3 consecutive years salary. (See Table 27
years salary. (See Table 2)

& Will 1 receive increases in my allowance after | retire?

With MIP your benefits will automatically For those who elect the BASIC
increase, helping you to cope with Plan after the exploration

inflation. After your first year of period there is no provision ="
retirement you'll recetve a yearly for post-retirement increases. §

henefit increase of 3% of your initial Aw
pension. (See Table 2} -4

® What happens if my death occurs prior to retirement?

With MIP a survivor benefit is auto- The BASIC Plan provides for a
matically payable after 10 years of survivor benefit after 15
credited service years.

® Is health insurance available ywhen I retire?

Health, dental, vision and hearing insurance will be avaiilable for you and
your eltgible dependents regardless of Plan choice.




TABLE 1: A GRAPHIC COMPARISON MIP V5. BASIC

BENEFIT ' MIP

BASIC

age with 30 or more years

Age and Service S AR
Requirements for /

Retirement Wge 60 with 5 or more years

““under certaln conditions

J-year salary average x 1 1/2%
(.015) x years of service

Benefit Formula
Averaging Period

Guaranteed yeariy increase of

Annual increase
3% of the 1st year's beneflt

Survivor eligible for benefits
after 10 years of service
(5 years at age 60)

Survivor Protection

Age 55 with 30 or more years

Age 60 with 10 or more years

S-year salary average x | 1/2%
(.015) x years of service

No guaranteed increases

Survivor eligible for benefits
after 15 years of service
(10 years at age 60)

Both plans provide 10 year vesting.

Both plans provide reduced retirement as early as age 55 with 15 or more years of service under certain conditions.

+ Some restriction may apply if a member has 30 years of service prior to age 46.
» With service credit in each of the 5 schoo] years immediately preceding retirement.

r
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Table 2. The MIP provides a larger pension for two reasons: first, your pension is based
on a higher salary average; and, second, the MIP guarantees an annual increase. The MIP
increase is equal to 3% of your first year's pension and is payable beginning in your
second year of retirement and each following year. The MIP increase provides significant

protection against inflation.

Table 2
MIP Basic Plan
Best consecutive years' wages Not Applicable . $24,500
Not Applicable $26,100
$27,500 327,500
$28,900 $28,900
$30,500 $30, 500
Average <3 = 328,967 -5 = $27,580
Multiply by .015 $435 $414
“Year on
Multiply by years of credited *Retirement?*
service for annual benefit .
(assume 30 for this exampie) $13,050 Ist $12,420
$13, 441 2nd $12,420
$13,883 3rd $12,420
$14,224 dth $12,420
$14,616 5th $12,420
[ ] [ ] [ ]
L [ ] L
L] L ] [ ]
[ ] ) ] [ ]
$23,620 28th $12,420
.9hj ,ﬁjfj;
>
‘ o]
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"THE EXPLORATION PERIOD"
MIP VS. BASIC?

Approval is currently being sought from the IRS for an exploration period to
give you an opportunity to learn about each plan. If approval is granted
you will have a time period during which you may elect to discontinue
participation in the MIP. To make an informed decision between the MIP and

Basic Ptam you should consider the following:

* RETIREMENT NEEDS

* EARLIER RETIREMENT ELIGIBILITY
* EARLIER SURViVOR PROTECTION

* INCOME DIFFERENCES (

* ALTERNATIVE INVESTMENTS

DISCONTINUING YOUR INVESTMENT 1IN THE MEMBER INVESTMENT PLAN (MIP) AND
ELECTING THE BASIC PLAN

To begin the process to discontinue participation in the MIP and elect the
Basic Plan you need to get the appropriate forms available from any MPSERS
school payroll office. Discontinuation of the MIP cannot occur sooner than
three (3) years nor later than four (4) years from the end of the school
year in which you first made contributions to the Member Investment Plan.

The annual Member's Statement of Account will state the earliest and the
latest dates you may discontinue the MIP. The following table i{llustrates
the dates discontinuation may be made. based on contributions first made to

the Member Investment Plan.

Date MIP contributions first You_are eligibhle to discontinue
made : between:

Jan. 1, 1990 - June 30, 1990 July 1, 1993 ~ June 30, 1994
July 1, 1990 ~ June 30, 199 July 1, 1994 - June 30, 1995
July 1, 1991 - June 30, 1992 July 1, 1995 - June 30, 1996
July 1, 1992 - June 30, 1993 July 1, 1996 - June 30, 1997
July 1, 1993 - June 30, 1994 July 1, 1997 - June 30, 1998

The election to discontinue participation in the MIP is 1rrevocable.
If you discontinue the MIPoyou are no longer entitled to the
additional benefits of MIP and,become a member of the Basic Plan. No
further MIP contributions w111 be deducted and a refund of your MIP
contributtons plus interest will be processed 9 months following

discontinuation.

Refunds may be eligible to be rolled over into another tax-deferred
ptan or an Individual Retirement Account (IRA) which would continue
your tax deferral plus avold the 10% penalty for early withdrawal.
You may wish to contact the Internal Revenue Service or a ftax
consultant for information on how to avoid a tax penalty.

6.
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BENEFIT PROVISIONS

PENSION FORMILA

Your Retirement Plan provides a benefit that is determined by a formula.
The formula is your final average salary times 1.5% (.015) times your total
years of service credit (see Tahle 2 on page 4). Each year a Member's
Statement of Account 1is provided which shows your wages, service credit,
contributions, beneficiary designation, and other timely information.

SERVICE CREDIT

One year of service c¢redit is earned by performing Michigan public school
work for 170 days at 6 or more hours per day within the school fiscal year
of July 1 through the following June 30. No more than one year of credit
may be earned within one school fiscal year, and proportionate service
credit is granted for less than full-time employment, (Example: An
employee working 3 hours a day for 170 days earns one-half year of credit.
Working 6 hours a day for B85 days also equates to one-half year of credit.)

Retirement credit may also be bought. Buy-in credit includes:

Universal buy-in credit
Maternity/paternity/child rearing time
Active duty military service
Qut-of-System public school employment
Hon-public school employment

State of Michigan employment
Sabbatical leave

& % k% N

Buy-in credit may be purchased any time during your employment., Except for
State of Michigan service, buy-in ¢redit is not recognized for computing a
retirement pension until 10 years of credited service has been earned. A
buy-in is less costly when purchased early in a member's career.

VESTING

Members are vested with 10 years of credited Michigan Public School
Employees' Retirement System service. This means that if you leave public—

school employment before age 60 and have at least 10 years of credited 3

service you will he eligible to begin recelving a pension the month \

following your 60th birthday, ptus participate in the group health, dental,
vision, and hearing insurance plans

MINIMUM RETIREMENT AGE

The earliest age to become eligible for a pension depends upon whether you
are in the MIP or the Basic Plan and your credited service. A MIP member
with 30 years of credited service may retire with full benefits as early as
age 46. MIP members who are age 60 or older may retire with at least 5
years of service under certain conditions.
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DISABILITY BENEFITS

Duty and Non-Duty Disability pensions are provided under certain
conditions. Duty Disability requires that the condition ts job related and
weekly HWorker's Disability Compensation is paid. No minimum amount of
service credit is required for a Duty Disability pension.

To receive a Non-Duty Disability pension at least 10 years of credited
service is reguired. It is not required that the disabling condition be job
relatednnor, 1s it required that weekly Workers' Disability compensation be
paid. (Time limits for application apply.)

SURVIVOR BENEFITS

Survivor pensions are provided if a member dies before retirement. Duty
Death benefits are paida If the death is job related and weekly Horker's
Disabiiity Compensation is paid. HNo minimum amount of service credit is

required.

To provide a Non-Duty Death pension at least 10 years of credited service is
required for a MIP member, and 15 years for a Basic Plan member.

TERMINATION OF EMPLOYMENT

If you terminate public school employment you may take a refund of your
contributions. A refund cancels service credit. If you return to public
school employment and did not exercise your election to discontinue
participation in the MIP, you remain in the Member Invest Plan (MIP).
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OTHER IMPORTANT INFORMATION

Each new employee must complete a Member Enrollment Form, R226C, which
ts available from your employer. This form 15 used to designate your
beneficiary. The beneficiary you designate will receive a refund of
your contributions and interest, if death should occur while still
working, and there is no one eligible to receive a survivor's pension.
It is important that you keep your beneficiary designation up to
date. The annual Member's Statement of Account indicates your current

beneficiary designation.

If you later wish to change your beneficiary because of marriage,
divorce, death, birth, adoption, or personal preference, you may do so
by completing a Member Information Form, R5105C. This form is also
used to update information about yourself such as a name change
because of marriage or divorce. The form may be obtained from either
your employer or the Retirement System.

The Michigan Public School Employees Retirement System conducts
ongoing informational seminars and workshops at convenient locations
statewide. Flyers 11sting the dates and locations of these meetings
are malled to schools for posting on employee bulletin boards; or, you
may call the Retirement office for informatton.

In addition the Retirement System produces and distributes a variety
of audio-visual and written publications available through your

employer or from the Retirement System.




CONCLUDING THOUGHTS

You are automatically a member of the Member Investment Plan
(MIP). During the exploration period you should do all you
can to learn about the MIP and Basic Plan. At the end of
your exploration period you have a one-time opportunity to
elect to discontinue participation in the MIP (if approved by
the Internal Revenue Service).

The Retirement System recommends that you carefully consider
your future retirement needs. The plans and decisions made
today regarding your retirement can directly influence your
future. Be sure the decistons you make will help fulfill
your life planning objectives.




Q1.

Q2.

Q3.

Q4.

Q5.

Q6.

Q7.

QUESTIONS AND ANSHERS

Are all public school employvees required to belong to the
Michigan Public School Employees Retirement System (MPSERS)?

Yes, all employees, including part-time, temporary, and
intermittent employees are members, except for a few specific
groups exempt by law (e.g. MPSERS retirees).

How long must I work before I will be vested?

Members are vested with 10 years of credited MPSERS service.

This means that if you leave public school employment before
age 60 and have at least 10 years of credited service you will
be eligibie to receive a pension the month following your 60th
birthday. (See page 3 for further eligibility information.)

May a member retire at age 55 with less than 30 years of
service?

Yes, a permanently reduced pension is avallable as early as age
55 with 15 or more years of credited service under - certain
conditions. (See page 3 for further eligibility information.)

My spouse also works in public schoels. Hill we both be able
to receive a pension?

Yes, providing each of you fulfiil the eligibility requirements.

If I die and my spouse receives a survivor pension, Is health
insurance available for my spouse and children?

Yes, for your spouse. Your children are also eligible as long
as they meet the dependency requirements.

Hhat happens to my MIP contributions if I die and no one is
eiigible to receive a survivor’'s pension?

Your accumulated contributions along with interest would be
refunded to your beneficiary or estate.

If 1 become disabled while working as a school employee does
the Retirement System provide a disability pension?

Yes, if you are disabled because of a job related finjury or
accident and in  receipt of weekly MWorker's Disability
Compensation. No minimum amount of service credit is
required. If your disability is not job related, ten (1O)
years of credited MPSERS service 1s required. (Time 1limits for
Application apply.)
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Q8.

Q9.

Q10.

Qit.

Q2.

Qil.

Q4.

How is service credit computed?

One year of service credit is earned by performing Michigan
public school work for 170 days at 6 or more hours per day
within the school fiscal year of July 1 through June 30. WNo
more than one year of credit may be earned within one school
fiscal year, and proportionate service credit is granted for
less than full-time employment. (Example: an employee working
three hours a day for 170 days earns one-half year of credit.)

Can I enhance my pen51on by purchasing additional retirement
credit?

Yes

ow long must I be employed before I can purchase buy-in credit?

Buy-in credit may be purchased any time during MPSERS
employment.  Except for State of 'Michigan service, buy-in
credit is not recognized for computing a retirement allowance
until 10 years of credited service has been earned. A buy-in
is less costly when purchased early in a member's career.

Hill there be money in the retirement fund when I get ready to
retire and are my future benefits secure?

Yes, benefits are safeguarded by the Michigan Constitution.

If I choose to remain In the HIP, do I lose any of the benefits
provided by the Baslic Plan? -

You automatically have all the benef!ts of the Basic Plan plus
the enhanced benefits of the MIP.

If I choose to forfeit the MKIP benefits by discontinuing
participation in the MIP, may I 1leave my contributions on
deposit and continue to earn the high rate of return?

No, if you forfeit membership in the MIP, your MIP
contributions and interest must be refunded to you.

If I do not work long encugh to qualify for a pension, can I
receive a refund of my MIP contributions?

Yes, when you terminate your employment refunds may be rolled
over into another tax-deferred pian or an Individual Retirement
Account (IRA). You may wish to contact the Internal Revenue
Service or a tax consultant for information on how to avoid a

tax penalty.

12.




Q5.

Q16.

Qi7.

Q18.

Q9.

If I Teave public school employment after I am vested and take
a refund of my contributions can I later reinstate the service

forfeited by the refund?

Yes, service can be reinstated after a member returns for one
£1) year of credited service and the amount refunded is repaid
with interest. However, a return for two (2) years of credited
service is required if you were separated from MPSERS

employment for more than 60 months.

Can I receive a vefund of myv MIP contributions Dbefore I am
eligible to discontinue participation in the MIP?

Yes, 1f you terminate emplioyment. ("Discontinue
participation" refers to a member forfeiting the MIP by
electing the Basic Plan).

If 1 discontinue participation in the MIP and become a member
of the Basic Plan and later Teave public school employment—can
I again participate in MIP if I return to MPSERS work?

No, your choice to forfeit the MIP is irrevocable.

Are all Michigan public school employees covered by Social
Security?

Yes, this is a valuable additional benefit that you have by
being a MPSERS member. Awareness of Social Security's benefits
can assist you in your overall financial planning.

How should I decide which retirement plan is best for me?

To make an informed decision between the MIP and Basic Plan you
should consider:

(a? your retirement needs

(b) earlier retirement eligibiiity
(c) earlier survivor protection
(d) fncome differences

(e) alternative investments

To assist you with your decision MPSERS:

PRODUCES and distributes a variety of audio-visual and
written publications available through your employer or
from MPSERS

CONDUCTS ongoing Informational seminars and workshops at
convenient locations statewide

HAS TWO OFFICES to serve you--one in Lansing and one In
Detrottf.

13.




If you wish to receive literature or materials on any of the following
topics, please fill out this form and mail it to-the address below.

CHECK APPROPRIATE BOX

Guidelines booklet

MPSERS Annual Financial Statement
Member Enrollment Form. R226C
Member Information Form, R5105C
Refund Application Form, R215C

T et N et s

Buy-in Credit Applications:

Universal buy-in credit
Maternity/paternity/child rearing time
Active duty military service
Non-publi¢ school employment

Public school employmant

State of Michigan empioyment
Sabbatical leave

e A PR e

PLEASE PRINT

Name

S5treat
City State Zipcode

Mail to:

Michigan Public School Employees Retirement System
Post Office Box 30026
Lansing, Michigan 48909

MPSERS "An Introduction To Your Retirement PTan"
R235C (1/1990)
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Introduction

Retirement. You look forward to it as a time to
enjoy the good life you've earned. To enjoy retire-
ment to its fullest, you need financial security.
The State of Michigan established a retirement
plan to begin building that security for you. This
retitement plah, together with Social Security
contributions and your personal savings, can
help you ensure financial security during your
reﬁrement years.

The Mich;gan Public School Employees Retue—
ment System (MPSERS) retirement plan-is
designed to provide you with a monthly income,
called a pension, when you retire. This plan also
helps protect you and your family by provxdmg
health insurance and survivor benefits. -

MPSERS produced: this book to guide you
through the details, of your retirement plan. On
the following pages, you'll find answers to many
of your questions about the plan:

¢ How is my pension calculated and how much
will I receive?

What other retirement benefits will I receive?
When can I start receiving my pension?
What happens if I become disabled?

What happens if I die before I receive my
pension?

Use the MPSERS Retirement Guidelines
throughout ynur career to help you plan for

information contamed in this booklet app
members enrolled in the Member Investment
Plan (MIP). Information for Basic Plan members
is included in footnotes.

Please read this book carefully; Share the infor-
mation with your family and save it for future
reference.

You should contact MPSERS periodically for
updated versions.

For More Information

If you need more information about any Retire-
ment Plan feature or program, please call
MPSERS'’s Fast Facts Information Line at
1-800-353-6932 or write to:

MPSERS
FO. Box 30673
Lansing, MI48909-8103

Send all correspondence to this address.

All written requests for information should
include your Social Security number and mailing
address. You can change your address or request
certain account-specific information by-tele-.
phone, but you must provide sufficient informa-
tion to ven’fy your identity. : .

For assmtance or to schedule an ‘appointment
with a retitement counselor, call MPSERS ¢ at
(517) 322-6000, Monday through Fri 0D &m
to 5:00 p.m., or contact one of the offlces listed on
the followmg page.
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MPSERS has four offices

(See map on following page):
Main Office:

Central Office

General Office Building

State Secondary Complex

7150 Harris Drive, Lansing

(1-96 to Lansing Rd., Exit 98A, south to Canal Road)
Phone: {517) 322-6000

Fax: (517) 322-5928 or (517) 322-6643

Regional Offices:

Detroit City Office

State Plaza Building

1200 Sixth Avenue, Ste. P-120

Detroit

(off Lodge Freeway, M-10, Howard Street exit, one
block west)

(313) 256-1400

Eastern Office

(Scheduled to open September 1, 1997)

1200 W. Huron Street (M-59) .

(1/2 mile West of Telegraph Road)

Waterford, MI

(Parking entrance off Coleman Road. Turn north
off M-59 at the overhead pedestrian walkway.)

Western Office

Ottawa Area ISD

13565 Port Sheldon Road
Holland

(six miles north of Holland)
(616) 399-6940, ext. 392 or 324

MPSERS Internet Home Page:

http:/ /www.michigan.state.mi.us/
orshome/mpsers

NOTE: All written correspondence and any
payments for service credit purchases must be
submitted to the Main Office in Lansing,.

The MPSERS Traverse City office is closed. For
information about retirement services near you, see
Appendix F, page 63.

(The Oak Park office is available through August 15,
1997 at (248) 544-2874. For service after those dates
please contact one of the offices listed above.)

For information about Pre-Retirement informational Meetings (PRIM)s and pre-sched-
uled individual counseling appointments available in your local area, see Appenchx E

page 63.
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Retirement at a Glance

This chart gives you an overview

of some of the MPSERS pension plan features and terminology.

Refer to the individual sections for more detailed information.

Plan Participants.......c....cccouvcmnrenns
school districts, district libraries,

Contribations.......ccoeeeiinineiisennans

Retirement Eligibility..................

Pension Formula......ccooooviinvrvnnnen.

Service Credit.......c.ccovivvirvecrerennnine

Final Average Compensation......

Most employees of Michigan public schools*.

*For brevity’s sake, the term “public schools” will apply to participating K-12 districts, intermediate

community colleges, universities and public school academies.

Employers contribute a percentage of payroll on members’ behalf.
Members also make contributions to MIP, based on annual salary.!

- Any age with at least 30 years of service?,
- At least age 60 with at least 10 years of service.

- At least age 60 with at least five years of service? and at least
0.1 year (102 hours) of credited service in each of the five school fiscal
years immediately before your retirement effective date.

- At least age 55, with more than 15 but less than 30 years of credited
service and at least 0.1 year (102 hours) of credited service in each of the
five school fiscal years immediately before your retirement effective date

Your pension is permanently reduced one-half percent for each month
your retirement effective date precedes your 60th birthday.

Your final average compensation X 1.5% X years of service credit = your
annual pension.

.The years you work in the Michigan public school system and any addi-
tional years of credit you buy. '

The total compensation you earned in the consecutive 36 months when
your compensation was highest, divided by the service credit you earnec
during that 36 months.?

Insurance Coverage..........ivveuie. Retirees and their eligible dependents may enroll in health, dental and

vision plan coverage at retirement, Eligible beneficiaries may continue
coverage after a retiree’s death under certain circumstances.

! Basic plan members do not make contributions to the plan.

* Basic plan members can retire at age 55 with at least 30 years of service, or age 60 with at least 10 years of service.

% For Basic plan members, the average is take

n for the 60 consecutive months in which compensation was highest.




Participating in the MPSERS Plan

By Michigan law, participants in the MPSERS
plan include all employees of K-12 public school
districts; intermediate school districts; district
libraries; some public school academies; tax-
supported community colleges; and certain
employees who became employed before January
1, 1996, by one of seven Michigan universities
(Central, Eastern, Northern and Western Michi-
gan Universities; Ferris State University; Lake
Superior State University; and Michigan Techno-
logical University).

Note: As the Retirement System’s name sug-
gests, we will use the term “school” throughout
this document to collectively describe all par-
ticipating MPSERS agencies,

However, the following public school employees
are not MPSERS members:

¢ a person who has retired from MPSERS
and is receiving a pension, even if he or
she returns to Michigan public school
employment

¢ a person employed by a public school
while enrolled as a full-time student in
that system

¢ a full-time instructor or administrator of : a
community college or an eligible univer-
sity who elected an optional retirement
plan (such as TIAA /CREF) offered under
Act No. 156 of the Public Acts of 1967, as
amended

* an employee of an eligible university who
was hired after January 1, 1996, and was
not previously a MPSERS member

* anew employee of a library or museum
hired ufter it separated from the school
district .

* a person who is working in the public
school system only through a program
resulting frory: the following acts:
~ Michigan Youth Corps Act (Act 69, PA.

1983)
— Job Training Partnership Act (JTPA)
(Public Law 97-300)

~ Michigan Opportunity and Skills
Training (MOST) Program (Act 259,
P.A. 1983)
— Michigan Community Service Corps
Program (Act 259, P.A. 1983)
— Senior Community Service Employ-
ment Program (Public Law 89-73)
~ the administration of any of these
programs, unless he or she is employed
by the school and was previously a
MPSERS member
an employee enrolled in a fransitional
public employment program
a person enrolled in a federally funded
neighborhood youth corps program or
similar training program operated by an
intermediate school district to prevent
and /or rehabilitate high school dropouts
a person working ina public school who is
contracted by an outside company; rather
than hired directly by the school
a person working in a public school who is
self-employed as an independent contrac-
tor.
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When your participation begins

You become a MPSERS member and begin accru-
ing credit toward a pension on the first day you
work in the Michigan public school system.
When you begin employment, you complete a
Beneficiary Nomination form to provide MPSERS
with data to help determine the funding of your
future retirement benefits. You also name a ben-
eficiary, the person who will receive any appro-
priate survivor benefits if you die before retire-
ment.

When your participation ends

You will participate in MPSERS throughout your
Michigan public school employment. If you cease
to be employed by a Michigan public school, you
are no longer an active MPSERS member.

When you cease to be a member, you may with-
draw your personal contributions, plus accumu-
lated interest, provided you are not eligible to
begin receiving a pension. This refund includes
all payments and accrued interest for any addi-
tional years of credit you purchased. There is no
provision for a partial refund. You may also leave
your contributions on deposit. Interest will con-
tinue to accrue.

A refund forfeits all
represented accrued service

If you are not eligible to receive an immediate
pension but have 10 years of service credit whe:
your participation ends, you are considered a
vested deferred member. You may leave your
contributions on deposit with MPSERS, where
they will continue to earn interest. You can appl
for a pension from MPSERS when you meet the
age requirement. See Qualifying for a Pension,
page 11.
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Contributing To The Plan

The retirement plan is funded by contributions
from public schools and employees and by the
investment earnings on these contributions. All
contributions are a funding source for the pen-
sion and do not result in benefits in addition to
the pension. At the time of retirement, contribu-
tions are transferred to the pension reserve fund,
from which monthly pensions are paid.

Each year, an actuary determines how much the
public schools need to contribute to fund their
portion of members’ benefits. These contributions
are not refundable to you or your employer.

Your contributions

In addition to the contributions your employer
pays, MIP participants contribute a percentage of

their pre-tax salary to the MIP Fund. These con-
tributions, which fund additional benefits, are
posted to each member’s individual account and
credited each July 1 with compound interest at
the rafe of investment return the law specifies,
based on your MIP account balance as of the
previous July 1.

You receive an annual Member’s Statement of
Account showing your personal contributions
and accrued interest. (See Appendix B, page 56.)

The interest rates MIP contributions earned
through July 1, 1997 are:

Comi)ounding Date MIP Interest Rate Compounding Date MIP Interest Rate

July 1, 1988 crir e seenssssersrsseres 16.3% JUIY 1, 1993t sa s 6.3%

JUIY 1, 1989.ccccciuveeenrrsssieeeresssssssamsssecrssssssssessessos 82% | JUIY 1, 19%ovcreccmr oo sssrsonsssssreasrasssssmmenssnsee 75%

July 1, 1990, e 10.2% | July 1, 1995t cviesensssennsess s ssanenas 6.9%

T L SO 8.5% | JUlY 1, 19%..cmuecrrrreccssersrnessenssnen et 8.14%

JUI 1, 1992 it ssa et s berssnenns 7.4% JUly 1, 1997 et 10.62%
9




Your MIP contribution rate varies according to
the timing and circumstances of your MIP enroll-
ment,

If you:

elected the MIP before January 1, 1990; or
s were a Basic Plan participant who enrolled
in the MIP by January 1, 1993;

you contribute 3.9 percent of your pre-tax salary.
If you are:

¢ anew member who began Michigan
public school employment January 1, 1990
or later; or .

* a returning member who did not work
between January 1, 1987 and December 31,
1989;

you are an automatic MIP participant. Automatic
participants make pre-tax contributions accord-
ing to the chart below:

Pre-Tax Contributions

MIP contributions are tax-deferred, meaning the
are deducted from your pay before taxes are
calculated. Therefore, MIP contributions help
reduce the amount of local, state and federal
income taxes you pay while you're working.

You will pay federal income tax on your pension
when you receive it. By law, your MPSERS pen-
ston is exempt from State and local income tax in
Michigan.

Post-Tax Contributions

If you participated in the Contributory Plan

before 1977, your after-tax contributions are

credited to your “Other Employee Contribu-
tions” (OEC) plan member account.

In addition to your pre-1977 contributions, your
OEC includes: payments for purchases of addi-
tional years of credit; repayment of refunds; MIP
window buyback payments; and MIP contribu-
tions covering wages you earned during the MI
period if not reported to MPSERS by your em-
ploying school.

Six percent (6%) interest is credited annually on
June 30 to your OEC account balance as of the
previous June 30.

You receive an annual Member’s Statement of

Account showing your personal contributions,
both OEC and pre-tax MIP, and accrued interest,
(See Appendix B, page 56.)

10
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Planning For Your Retirement

MPSERS is the State agency that will process
your retirement application and pay your pen-
sion. It will be your “partner in retirement”
throughout your lifetime.

Qualifying for a Pension

To retire with a regular pension, you must meet
minimum age and service requirements. You may
also qualify for early retirement with a perma-
nently reduced pension or defer your retirement
until you meet the age requirement.

Regular retirement

You are entitled to a regular pension if you meet
the following age and service requirements:

¢ Any age ** with at least 30° years of service
credit.

s At least age 60 with at least 10 years of
service credit.

¢ MIP members may retire after five years of
service if you are at least age 60; have at
least five years of credited service; have at
least 0.1 year of service credit in each of
the five school fiscal years immediately
before your retirement effective date; and
terminated Michigan public school service
immediately before your retirement effec-
tive date.

Early retirement

If you leave Michigan public school employment
before you meet the age requirement for regular
retirement, the plan allows you to retire with a
reduced pension under the following conditions:

* You worked through your 55th birthday.
* You have at least 15, but fewer than 30,
years of service credit.’

+ At least 15.0 years must be MPSERS service credit,
¥ Basic Plan members must be at least age 55.

¢ You earned at least (.1 year of service
credit in each of the five school fiscal years
immediately before your retirement effec-
tive date,

¢ You terminated Michigan public school
service immediately before your retire-
ment effective date.

If you retire under the early retirement provision,
MPSERS imposes a permanent reduction on the
pension amount you would have received had
you deferred your pension until age 60. The
permanent reduction is one-half percent (0.005)
for each month you retire before your 60th birth-
day. '

For example, assume you have 20 years of service
credit and want to retire on your 57th birthday.
Further, assume your final average compensation
and years of service entitle you to a monthly
pension of $1,000 for the rest of your life, payable
at age 60. If you qualify and choose to retire
under the early retirernent provision, your pen- .
sion is permanently reduced by one-half percent
for each of the 36 months (three years) until your
60th birthday. That means your pension is perma-
nently reduced by 18 percent, or $180 monthly.
Your monthly pension will be $820 ($1,000 minus
$180). The reduction recognizes you are begin-
ning to receive your payments earlier and can
expect to receive your pension over a longer
period of time.

If you want to retire under this early retirement
provision, check with MPSERS before you termi-
nate employment o be sure you qualify.

+1f you use Universal buy-in credit to fulfill the 30-year service requiremement, your pension may begin no earlier than age 46.

? At least 10.0 years must be earned MPSERS service credit.
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Deferred retirement

If you retire early but decide to wait until you
reach age 60 to begin receiving your pension, you
will be a deferred retiree and will receive the
unreduced amount.

You may defer your pension if:

* vyou leave Michigan public school employ-
- ment,

¢ you leave your contributions on deposit
with MPSERS,

¢ you have at least 10 years of service credit,
and

* you have not yet met the age requirement
to immediately begin receiving an unre-
duced pension,

You can defer your pension until you reach the
minimum age requirement. If you defer your
pension and you have between 10 and 29.9 years
of service credit, you are eligible to begin receiv-
ing your pension at age 60. There is no advantage
to deferring your pension past age 60. Delaying
your application until age 62, 65 or older will not
increase your monthly pension. By delaying, you
may lose the payments you could have received,
back to age 60. (You will receive up to 12 months
of retroactive payments if you file after your
retirement effective date.)

Deferred or early retirement?

If you are at least age 55 when you leave public
school employment, you could choose to receive
a reduced pension immediately OR you could
defer your full pension until age 60. You should
compare both pension amounts to see which is
best for you.

If you're considering leaving employment unde:
these circumstances, calculate estimates under
both situations. Or contact MPSERS and ask for
these estimates. Also, see Insurance Subsidies,

| page 44, for pertinent information.

When pension payments begin

Your retirement effective date is the first day of
the calendar month following the date:

¢ you have satisfied the eligibility require-
ments;

s you have terminated employment with
the Michigan public school system; and

e your retirement application forms have
been on file with MPSERS for at least 15
days

If you complete your application forms and file
them timely with MPSERS, your pension should
begin within 1 to 3 months of your retirement
effective date and will include any retroactive
payments you are due.

If you submit your retirement application gfter
your retirement effective date, you can receive
only a maximum of 12 months of retroactive

payments,

NOTE: Wages you earn before your retirement
effective date which are paid after that date do
not affect your retirement effective date.
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When to Apply for Retirement

You should apply for retirement 3 to 6 months
before your last day of public school employ-
ment. To get retirement application materials,
you can write, FAX, e-mail, call MPSERS Fast
Facts at 1-800-353-6932 or visit any MPSERS
office. To make your timely application possible,
request application materials seven months’
before the date you plan to terminate employ-
ment. This will allow you adequate time to:

e Put the finishing touches on your financial
plans (To do so0, estimate your pension
benefits and explore the various payment
options.);

¢ Get a current estimate of your Social
Security benefits from the Social Security
Administration (85A) by completing and
returning form 7004, which is available
from the SS5A;

¢ Explore payment options for your Indi-
vidual Retirement Account (IRA), Tax
Sheltered Annuity (TSA), deferred com-
pensation and other investments with the
representative or institution handling your
savings;

¢ Compile questions you need answered or
clarified by MPSERS staff; )

¢ Obtain documents you will need to com-
plete your retirement, such as a birth
certificate or other proof of age (If a survi-
vor option is elected, proof of age is also
required for your beneficiary.) (See Appen-
dix E, page 62, for items you can use in-

“stead of a birth certificate.);

¢ Repay a refund of retirement contributions
if previously taken, or purchase additional
service credit (Payments due to MPSERS
must be made before employment termi-
nates.);

¢ Read through MPSERS’ medical, dental
and vision plan booklets to learn what
benefits are available after you retire;

¢ Understand how an Eligible Domestic
Relations Order (judgment of divorce), if
one is on file with MPSERS, will impact
your pension; and

s Submit your completed application three
to six months before your employment
terminates.

REMINDER: Please fill out all forms com-
pletely and accurately. If you submit incomplete
or unsigned forms, your pension may be de-
layed.
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Service Credit

You accumulate service credit for the hours you
work for a participating public school. As a
MPSERS member, you can also purchase credit.
Your total service credit, which includes credit
you earn and credit you buy, is used to calculate
your pension. The more years of service credit
you have, the larger your pension will be. Make
sure your service credit records are accurate.

Earning service credit

Your service credit reflects the number of hours
you have worked for a public school that reports
to MPSERS. Each participating school reports
your hours and compensation to MPSERS., As a
MPSERS member, you receive credit for employ-
ment, up to a maximum of 378 hours per calendar
guarter — either teaching or nonteaching; full-time
or part-time; permanent, temporary, intermittent
or substitute work.

You also receive credit for used vacation and sick
leave and when you are receiving post-uly 1,
1992 Weekly Worker’s Compensation (WWC).
(As of the publication date of this Retirement
Guidelines, an appeal to the Supreme Court was
pending to decide the starting date for granting
WWC credit. Check with MPSERS for updated
information.) You do not earn service credit while
you are recetving long-term or short-term disabil-
ity payments, (Credit for short-term disability
was under review when this Retirement Guidelines
was published. Check with MPSERS for updated
information.)

You earn one year of service credit for working at
least 170 days, at least six hours per day, within
the July 1-fune 30 school fiscal year. If you work
less than 170 days or less than six hours per day,
see the following chart, “Partial Years of Service
Credit.” You can earn no more than one year of
service credit within any school fiscal year, even
if you work for more than one Michigan public
school at the same time.

Colleges and universities - Full-time and part-
time instructors at participating colleges and
universities receive credit for both contact and

noncontact hours. Members employed by col-
leges and universities whose normal school yea
is less than 170 days but more than 150 days
receive full-time credit by working the number
days required for the school year.

Partial years of service credit — If you work les:
than 1,020 hours per year, you earn partial cred
for that year. You receive one-tenth year of cred
for working 17 days at six or more hours per de
or a total of 102 hours if you work less than six
hours per day. The following chart shows ex-
amples of partial credit granted during a schoo
fiscal year for a variety of work schedules.

Hours Per Day  Service Credit Earned

Days

153 4 6

Member’s History of Service

no longer necessary

In the early 1950s, more than 5,000 schools re-
ported to MPSERS. Consolidations decreased ti
number of schools reporting to less than 650 in
the mid-1990’s. With the recent emergence of
public school academies and district libraries,
more than 700 entities report today.

Over the years, MPSERS has received wage anc
service reports in many different formats. In the
early 1980s, MPSERS began a project to update
existing service data and improve reporting
procedures.
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To assist with these updates, members were
previously asked to complete a Member’s History
of Service form (R50C) and submit it for a service
credit evaluation. Staff used information on the
Member’s History of Service form to verify the
accuracy of MPSERS’ data records.

MPSERS discontinued using the Member's History
of Service since the data currently reported on the
MPSERS data system has proven to be accurate.
If you wish to receive a verification of your
service credit, call, mail, e-mail or FAX your
request to MPSERS. Be sure to include your
Social Security number and mailing address in
your request. Once MPSERS verifies your service,
your annual Member's Statement of Account will
reflect your service credit.

Additional service credit

If you qualify, you may buy credit to supplement
your earned service credit. As a MPSERS mem-
ber, you may buy credit at any time. However,
purchased credit will not become part of your
total service until you earn at least 10 years of -
MPSERS service credit, unless otherwise noted.
Buy-in credit does not apply to the minimum 10-
year service credit requirement for.a pension or
the minimum five-year service credit require-
ment for a MIP member to receive a pension,
unless specifically noted.

When you apply to purchase credit, MPSERS
staff reviews your records, determines your
eligibility and sends you a Member Billing State-
ment. Although you request and receive a billing
statement, you are not obligated to buy the
credit.

To apply for and purchase credit, you must be
employed in a participating Michigan public
school. You must pay for additional credit
BEFORE you leave Michigan public school

employment.

If you leave public school employment before
fulfilling the minimum service requirement for a
pension, you can request a refund of payment for
any service credit you purchased.

PR UNUPRWSTUPRSISREINT PSS FELs fE f5 G o w

Credit purchased by employer: If your employer
pays for some or all of your service credit pur-
chase, MPSERS considers this payment a “mem-
ber” contribution toward retirement. MPSERS
deposits all member payments into the Reserve
for Employee Contributions and credits it toward
your individual account as an after-tax contribu-
tion. You are responsible for any tax obligation
that results from this payment.

Tax deferred purchases/
refund repayments

In May 1996, the Internal Revenue Service issued
a private letter ruling allowing MPSERS mem-
bers to purchase service credit and repay refunds
using tax-deferred dollars.

The IRS attached three conditions to the tax-
deferred purchase program.

1. The tax-deferred purchase, once initiated, is
irrevocable. Once you begin making a tax de-
ferred purchase, you cannot stop until you com-
plete the purchase or tertniniate employment with
that employer.

2. The employee must not have constructive
receipt of tax deferred funds used to pur-
chase credit. Participants will make payments by
payroll deduction.

3. The employer must pass a resolution agree-
ing to withhold tax-deferred payments via
payroll deduction.

MPSERS is working to resolve the significant
data processing changes necessary to implement
this program. MPSERS will notify schools and
active members when the program is ready to
begin,

Schools should not attempt to pass resolutions
of participation or begin withholding tax-de-
ferred payments until MPSERS initiates the
program.,
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Leaving Public School Employment N

If you leave Michigan public school employment | A refund of contributions cancels all service these
before you are eligible to begin receiving a pen- | contributions represent. Service performed during ;
sion immediately, your participation in this plan | the noncontributory period is not forfeitable.

. di it
ends. If you are credited with at least 10 years of To apply for a refund, submit a Refund Application

service and leave your contributions on deposit, . .
you can apply for a deferred pension when you (RSTIC) to MPSERS. Forms are available in your .
school payroll/personnel office or by contacting

satisfy the age requirement. Fast Facts at 1-800-353-6932,

You may leave your contributions on deposit

even if you do not have 10 years of service credit It you chf)ose o have your MPSERS pre-tax ,
and the contributions will continue to accrue Conmb‘ét{;;ns fr e}iu ndfej (yrﬁgg{ig ou, you Wén
. . g receive 80% of the refund. is required to !
interest. If you leave your contributions onde- | ) 14909, of the refund and send it to the IRS

posit with MPSERS and resume MPSERS mem- . : . . ]

bership in the future, your previous service credit | 2° '"COM€ tax withholding to be C?edlted against

and contributions will count toward your retire- your taxes. Your pre-tax refund fmll be taxed in
the current year unless you roll jt over. You may

SRS s

ment eligibility be able to use special tax rules that could reduce
You can also take a refund of your personal the tax you owe. However, if you receive the
contributions and interest, whether or not you refund before age 59 1/2, you may also have to
have 10 years of service credit. The service you pay an additional 10% tax as penalty for early

performed while making those contributions is withdrawal.
canceled if you take a refund.

Refund of contributions

You may withdraw your personal contributions,
plus accumulated interest if you:

* are no longer employed by any Michigan
public school;
are not on a leave of absence; and
have not satisfied the age and service
requirements to immediately receive a
pension.

Your refund also includes payment and accrued
interest for any additional service credit you
purchase.
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Enhancing the Value of Your Pension

repayment of previous refunds of contributions.

As part of your financial planning, you may wish
It is to your advantage to purchase additional

to consider ways of increasing the amount of =

your monthly pension at retirement. MPSERS service credit or repay your refunds as early as
offers several options which include granting or | possible in your career, since the cost will be
purchasing additional service credit and the lower.

Service Credit Purchases

To apply for and purchase additional credit, you must be employed in a participating public
school. You must pay for additional credit before you leave Michigan public school employ-
ment. If you qualify, you can purchase and/or receive additional service credit for any of the

following reasons:
Cost

Type of Credit

i Limit

Maternity / paternity / child Actuarial cost

rearing time

Active duty military service Intervening: no charge 6 years

Active Duty for Training: Nonintervening: 5% of 5 years
{See page 19) highest previous year's (Combination cannot
salary exceed 6 years)

Pre-1981: usually no charge

Post-1981: 5% of highest
previous year’s salary

No limit

Pre-July 1, 1977:
contributions plus
interest

Post-1987: MIP costs plus interest

Weekly Worker's
Compensation

No Limit
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To purchase universal buy-in (UBI) credit, call,
FAX, e-mail or send a written request to MPSERS
for a universal buy-in billing statement. Be sure
to include your Social Security number and your
current address in your request. To purchase
most other types of service credit, you must
submit a completed application. An application is
also necessary if your employer buys credit on
your behalf (other than for UBI credit). Service
credit purchase applications are available from
your school’s payroll/ personnel office or call Fast
Facts at 1-800-353-6932.

Universal buy-in

Universal buy-in credit became available in
August 1989 to provide continuity of credit,
recognizing the variety of service MPSERS mem-
bers have performed.

Over the years, many buy-ins had been legisla-
tively enacted to allow a diverse membership to
purchase credit for past work experience. Eventu-
ally, 28 different types were available — and still
many kinds of service performed by members
were not recognized. To be fair to all members
with varied work experience, all but seven of the
buy-ins were repealed and the universal buy-in
provision enacted. The universal buy-in option
now allows MPSERS members to purchase credit
towards retirement without linking the purchase
to work performed outside the System.

While a MPSERS member, you may buy univer-
sal buy-in service credit at any time. You cannot
use the service in your pension calculation until
you earn 10 years of MPSERS service credit.
Universal buy-in service credit does not apply to
the minimum of 10 years of service credit neces-
sary to qualify for a pension. (See Qualifying for a
Pension, page 11.)

Your cost will be a percentage of your highest
previous school fiscal year’s earnings times the
number of years of universal buy-in credit you
purchase. If you are a part-time employee, your
earnings will be equated to full time. See the
Variable Percentage Buy-In Table on page 24 to find
the applicable percentage. To receive a billing
statement to purchase universal buy-in credit,

{ care/day training program for handicappers

call, FAX, e-mail or submit a written request
along with your current address and your Socia
Security number.

You may buy up to five years of universal buy-i
credit in any incremental amount. If you bought
any of the following repealed buy-ins, your
purchased credit for these plus universal buy-in
cannot exceed five years: ¢ juvenile training
school employment ¢ community mental health
employment ¢ elementary or secondary teacher
at a U.S. Armed Forces military base ¢ teacher o
administrator of American nationals in overseas
public elementary or secondary schools ¢ public
or nonpublic student employment e foreign
country school service for U.S, personnel or
dependents of the U.S. military or U.S. Depart-
ment of State # teacher with the Job Corps »
teacher in a trust/former trust territory * teache:
on an Indian Reservation * teacher in a foreign
country teaching non-U.S. citizens # teacher wit
the Merchant Marines ® county mental health
program employment ® employment with a day

service with the American Red Cross ¢ Michigan
National Guard credit « U.S. Armed Forces

Reserve credit ¢ service in the VISTA program
service in the Peace Corps ¢ alternative service i
active duty military » and recreation department
service jointly funded by a reporting unit and a -
municipality.

Maternity, paternity or
child rearing time

You may purchase up to five years of service
credit if, for purposes of maternity, paternity or
child rearing, you:

* separated from MPSERS service or out-o
system public educational service; or

* reduced your hours of MPSERS service ¢
out-of-system public educational service

Send a copy of your child’s birth certificate or
final adoption papers with your completed
Application to Purchase Maternity/Paternity or
Childrearing Credit (R8C). Call Fast Facts at
1-800-353-6932 to request an application.
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While a MPSERS member, you may buy mater-
nity, paternity or child rearing credit at any
time.You must complete 10 years of MPSERS
service before MPSERS will recognize your
purchase as creditable service. This credit does
not apply to the minimum of 10 years of service
credit necessary to qualify for a pension.

Your cost will be a percentage of your highest’
previous school fiscal year’s earnings times the
number of years of maternity, paternity or child
rearing credit you purchase. If you are a part-
time employee, your earnings will be equated to
full time. See the Variable Percentage Buy-In Table
on page 24 to find the applicable percentage.

Out-of-system public
educational service

You may buy up to 15 years of service credit for
work you performed in public schools outside
MPSERS, anywhere in the United States or its
territorial possessions. This includes K-12
schools, community colleges or colleges and
universities.

While a member of MPSERS, you may buy out-
of-system public educational service credit at any
time. You must complete 10 years of MPSERS
service before MPSERS will recognize your
purchase as creditable service. Your out-of-
system service must be followed by a minimum
of five years of MPSERS service credit. Out-of-
system public educational service credit does not
apply to the minimum of 10 years of service
credit necessary to qualify for a pension.

Your out-of-system public educational service

not exceed your earned MPSERS credit. If you
havé 10 yea' 5 of MPSERS service credit at retire-
ment, you can purchase credit for only 10 years
of out-of-systém public educational service, In
addition, out-of:system public educational ser-
vice is not cre ' ,-or will be, receiv-
ing a pension the:same service
from another re gystemyy o

uly. 1, 1974: For out-

Service performed befo
of-system public educati e you per-

formed before July 1, 1974; thecost isbased.on .
the actual salary you earned while performing

the service and this System’s contribution sched-
ule in effect for those years, plus compound
interest based on specific rates for designated
periods of time, as shown in the following inter-

est rate table:

Before July 1, 1968 3.0% plus
July 1, 1968 - June 30, 1974 4.5% plus
July 1, 1974 - June 30, 1983 6.0% plus
July 1, 1983 and forward ‘ 8.0%

For example, if you performed service before
July 1, 1968, the contributions you would have
paid at that time would be assessed interest at
3.0% of that amount for the period until July 1,
1968, plus 4.5% of the amount for the period
between July 1, 1968 and June 30, 1974, plus 6.0%
of the amount for the period between July 1, 1974
and June 30, 1983, plus 8.0% of the amount from
july 1, 1983 forward.

Service performed after June 30, 1974: For out-
of-system public educational service you per-
formed after June 30, 1974, the cost will be 5% of
your highest previous school fiscal year’s earn-
ings times the number of years of out-of-system
public educational credit you purchase. If you are
a part-time employee, your earnings will be
equated to full time.

To apply for this credit, you must complete and
submit an Application to Purchase Out of System
Public Education and Nonpublic Education Service
(R149C). Call Fast Facts at 1-800-353-6932 to
request an application.

Active duty military service

You can receive credit, under certain circum-
stances, for fime you spend in military service.
The amount of credit and the cost to you depends
on whether your military service intervened your
MPSERS service; when you served; State law; the
federal law in effect at that time; and how long
you served.

Intervening: You may receive up to six years of
service credit at no cost if you leave MPSERS
service, directly enter active duty in the U.5.
Army, Navy, Marine Corps, Air Force or Coast
Guard - including reserve components-— and
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return to employment with a MPSERS participat-
ing school within 24 months of discharge.

If you return to work from intervening military
service December 21, 1994, or later, the Uni-
formed Services Employment and Reemploy-
ment Rights Act (USERRA) of 1994, a federal law,
applies to you. USERRA expands the definition
of intervening active duty to include active duty
for training, initial active duty for training, inac-
tive duty for training, full-time National Guard
duty and absence from work for a milifary fitness
examination if you return to work December 21,
1994, or later. You can receive credit at no cost for
military duty that meets this definition. There
may be a cost to you to receive credit for active
duty for training before December 21, 1994.

If you returned to work from intervening active
or inactive duty for training before December 21,
1994, you may be eligible for retirement credit
under the Veterans Reemployment Rights Act
(VRRA) of 1974, the federal law in effect before
the Uniformed Service Employment and Reem-
ployment Rights Act of 1994. To determine if
your intervening active or inactive duty for
training qualifies, send MPSERS a completed
Application for Military Credit (R81C) and a photo-
copy of the military papers ordering you to
report to active or inactive duty for training. The
papers should indicate your period of duty and
the authorization codes under which you were
ordered to duty. Whether you or your employing
school district pays the cost depends on when
you performed this service.

You may use eligible intervening military credit
to satisfy the 10 years of service credit you need
to qualify for a pension. However, it does not
apply to the 10 years you need to be eligible to
receive credit for other types of service credit
purchases.

Nonintervening: If your active duty U.S, military
service did not interrupt your MPSERS service,
you can purchase up to five years of credit. Only
nonintervening active duty in the U.S. Army,
Navy, Marine Corps, Air Force and Coast Guard
~ including reserve components — is purchasable.
You can buy the same amount of credit you
would have earned during your military service

had you been working for a Michigan public
school.

Your cost will be 5% of your highest previous
school fiscal year’s earnings times the number ¢
years of military credit you purchase. If you are
part-time employee, your earnings will be
equated to full time.

As a MPSERS member, you may purchase your
nonintervening active duty military service any
time. You must complete 10 years of MPSERS
service before the purchase will be recognized a
creditable service. Nonintervening active duty
military service credit does not apply to the
minimum of 10 years of service credit necessary
to qualify for a pension.

If you have both intervening and non-interver
ing active military service, MPSERS will recog-
nize a maximum of six years of service credit fo
the combination. For example, if you served in
the military for four years before joining MPS-
ERS, then served three years of intervening
military service, you receive the intervening
service at no cost. You may purchase up to three
years of your nonintervening service, for a total

of six years.

You cannot receive or buy credit for military
service if you receive credit for the same service
under another publicly supported retirement
system.

This restriction does not apply if you will be eligible
retire from the Federal government for service in the
Reserve,

To apply for military service credit, you must
submit a completed application and a photocop
of your military papers showing entry and sepa
ration dates. For copies of your military papers,
write to:

National Personnel Records Center
Military Personnel Records

9700 Page Blvd.

St. Louis, MO 63132

MPSERS will evaluate your eligibility and notif
you. For an application, call Fast Facts at 1-800-

353-6932.
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Nonpublic educational
employment

You may purchase up to five years of service
credit for nonpublic educational service. Credit is
available for work you performed in a qualified
nonpublic elementary or secondary school. To
qualify, the nonpublic school must offer a course
of academic study primarily oriented toward
awarding high school diplomas.

As a MPSERS member, you may also purchase
credit for service you performed in a nonpublic
two- or four-year college or university that offers
an academic course primarily oriented toward
associate, baccalaureate, master’s, doctoral, or
other academic degrees.

As a MPSERS member, you may purchase
nonpublic educational service at any time, but
you must complete 10 years of MPSERS service
before the purchase will be recognized as credit-
able service. Your nonpublic educational service
must be followed by at least five years of
MPSERS service credit. Nonpublic educational
service does not apply to the minimum 10 years
service credit to qualify for a pension.

Your cost will be a percentage of your highest
previous school fiscal year’s earnings times the
number of years of nonpublic educational service
credit you purchase. If you are a part-time em-
ployee, your earnings will be equated to full-
time. See the Variable Percentage Buy-In Table,
page 24, to find the applicable percentage.

To apply for this credit, you must complete and
submit an Application to Purchase Out of System
and Nonpublic Education Service (R149C). Call Fast
Facts at 1-800-353-6932 to request an application.

Sabbatical leave

As a MPSERS member, if you take an authorized
sabbatical leave of absence, you may receive
service credit for the leave if you meet certain
requirements.

Eligibility requirements

For a sabbatical leave granted before October 30,

1980, you receive credit for the leave at no cost if
you satisfy the following requirements:

* You were employed by the board granting
the leave for at least seven consecutive
years immediately before the sabbatical.

¢ You held a permanent or life certificate, or
you were teaching in a college maintained
by the board granting the leave.

o The leave was granted for professional
improvement.

¢ The leave did not exceed two semesters.

For a sabbatical leave granted before October 30,
1980, that does not satisfy the above require-
ments, or for all sabbatical leaves granted on or
after October 30, 1980, you may purchase credit
if:

¢ You accrued with the employer granting
the leave at least five years of service
credit, with at least one-tenth (0.1) year of
credit in each of the school fiscal years
immediately before the leave (0.1 year is
earned by working 17 days at six or more
hours a day, or if you work less than six
hours a day, a total of 102 hours); and

¢ You had no break in service and no leave
of absence while accruing the five years of
service credit before the leave; and

* You returned to the employer granting the
leave and accrued one year of service
credit following the leave.

You must send a photocopy of the Board min-
utes granting your leave along with your com-
pleted Application to Purchase Sabbatical Leave
Credit (R148C). Call Fast Facts at 1-800-353-6932
to request an application.

You may use sabbatical leave credit to satisfy the
10-year minimum service credit for a pension.
However, it does not apply to the 10 years you
need to be eligible to purchase and receive credit
for other types of service credit.

If your leave of absence was for professional
improvement but was not granted as an official
sabbatical leave, call any MPSERS office for
further information.
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Sabbatical Leave Credit Cost

For a sabbatical leave granted before July 1,
1981, the cost is 5% of your compensation for the
school fiscal year just before the school fiscal year
your sabbatical leave was granted, plus interest.
Your employer pays the cost if the leave was
granted during the noncontributory period (after
July 1, 1977). You pay the cost if the leave was
granted during the contributory period (before
July 1, 1977).

For a sabbatical leave granted July 1, 1981 and
later, your cost will be 5% of your highest previ-
ous school fiscal year’s earnings times the credit
you purchase. If you are a part-time employee,
your earnings will be equated to full time.

To receive credit for your sabbatical time, you
must purchase credit for the entire leave; partial
credit is not allowed.

State of Michigan service

If you are a MPSERS member who previously
worked for the State of Michigan, you may re-
ceive credit for all years of service under the
State Employees Retirement System (SERS).

There is no cost for credit for service you per-
formed as a member of SERS from July 1, 1974,
through December 31, 1986. For service per-
formed on or after January 1, 1987, MIP members
pay 1.5% of SERS wages received after that date,
plus 8% interest®. For pre-July 1, 1974 service for
all MPSERS members, the charge is based on the
actual salary you earned while performing SERS
service and this system’s contribution schedule in
effect for those years, plus compound interest
based on specific rates for designated time peri-
ods, as shown in the following interest rate table:

Before July 1, 1968 3.0% of salary
July 1, 1968 - June 30, 1974 plus 4.5%
July 1, 1974 - June 30, 1983 plus 6.0%
July 1, 1983 forward plus 8.0%

*No charge for Basic Plan mefitbers because there are no additional MIP benefits to fund.

MPSERS recognizes credited State of Michigan
service as MPSERS service. State of Michigan
service is not recognized until the cost for all
service is paid in full. You cannot receive partial
credit. To apply for credit, call Fast Facts at
1-800-353-6932 to request an Application for State
of Michigan Service (R317C).

Weekly Worker’s Compensation

MPSERS members are eligible to receive service
credit for the time they receive Weekly Worker’s
Compensation (WWC). Michigan public schools
began reporting WWC payments to MPSERS
effective July 1, 1992.

Contact your payroll office to verify your post-
July 1, 1992, WWC was reported to MPSERS so
you can receive the corresponding service credit.

For WWC received before July 1, 1992, members
can apply for credit retroactively. Submit an
Application for Credit for Weekly Worker's Compen-
sation (R285C). Call Fast Facts at 1-800-353-6932
to request an application. Service credit is
granted when you pay the associated costs, if
any, for the hours you would have worked if you
hadn’t been receiving WWC. -

Whether there is a cost for this credit depends on
when you received WWC. If you received WWC
during the contributory period (before July 1,
1977), you pay the retirement contributions, plus:
compound interest. If you are a MIP member,
MIP contributions, plus compound interest, will -
be due on WWC payments you received after
January 1, 1987,

As of this Retirement Guidelines publication date, -
an appeal to the Supreme Court was pending to -
decide the starting date for reporting WWC ;
credit. Check with MPSERS for updated informa
tion.

In addition to these types of credit, under cer-
tain ¢circumstances, credit is available for servi
performed under CETA and other government
units in Michigan.
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Comprehensive Employment
and Training Act
(CETA) employment

Developed in 1973, CHTA is a federally funded
program designed to help increase employment
opportunities by offering job experience in public
service programs, . .

CETA service performed in a MPSERS public
school is creditable under MPSERS if you became
employed os a regular public achoel employee
within 12 months of teaving CETA. Generally,
service credit s already granted for CETA service
performed before May 3, 1976 and after

October 1, 1978. ¥ you performed CETA service
in a publit schuol under MPSERS and you are not
sure whether you received credit, contact
MPSERS.

Other governmental unit service
{Reciprocal Retirement Act 88 of
1961, as amended)

Service you parformed for a governmental
agency does not qualify for buy-in credit, How-
ever, under certain vorditions, you may comblne
Michlgan governmental unit service with
MPSERS service to qualify for a pension.

You must have retirement contributions on de-
posit with that uni's retircment plan that you
and/oz your employer masde for survice per-
formed for that governmental unit. In addition
you muat have at least 3.5 yeats of MPSERS
service credit, You must not have more thana 15
year brenk-in-service between your govesnmen-
tal unit service and your MPSERS service,

Ef your governmental wnit service meets these
requirgments and that service combined with
your MPSERS service qualifies you for a pension
you would not receive otherwise, you ahould
notify MPSERS. You can use governmental unit
employment to qualify for a pension, but not to
calculate your penslon amount. If you apply for
benefits based in part upon such employment,
you must provide a letter from the governmental

employer verlfying ypur dates of employment
and stating that you have retirement conteibu-
tiona on deposit from a condributory plan or your
service remains In force from a nencontributory
plan.

If yau tovk a refund of the contributions repre-
senting your other governmentnl unit service,
you may wigh to contat? your previous employer
concerning ropayment. According to the Recipro-
cal Retirement Act, you may be eligible to make
mapayment. If so, your previous employer and for
MPSERS can fell you how tt would affect your
situatlon.

Cost of service credit

For univarsal buy-in credit; maternity, paternity
or child rearing time; and nonpubiic educa-
tional service, your cost for each year purchased
will ba a percentage of your higheat previous
school fiscal year’s eamings times the number of
yea1s of buy-in credit you purchase. If you are a
part-time employes, your earnings will be
equated to full-time.

The table on page 24 shows the percentage rates.
These rates are based on your age as of July 1 of
the schook fiscal year when you purchase buy-in
credit, The payment fs considered to be sufficient
to fund the addionai benefits provided by the
bry-in credit.

The amount used to figure your cost cannot
exceed your final average compensation (FAC),
determined when you retive. If your FAC is less,
your cost witl be refigured using your FAC, You
wili be rofunded the differcace.

The charge is lower at younger ages, when pay-
ment resuits in a Ionger investment period to
Fulfill the funding requirement, Likewise, the
higher charge at an okder age is a result of a
shorter investment period to Aulfill the require-
ment,
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Percentage
Rate

Age at
Purchase

9.3%

the percentage rates is required.

Variable Percentage Buy-In Table

Effective January 1, 1992. Applies to MIP members. Basic members see note below.

Percentage

| Age at
Rate

Purchase

Note: The percentage rate for a Basic Plan member is four percentage points lower. These rates are
subject to change. A six-month period between notification to MPSERS public schools and a change in

Rollover of tax-deferred money

If you have tax-deferred money from an eligible
savings plan, MPSERS can accept a rollover of
funds to purchase additional service credit or
repay a refund. We can accept a rollover only up
to the amount of the additional service credit
purchase. Any overpayment will result in a
refund to you, less the required 20% tax with-
holding. The following tax-deferred savings
plans are eligible, according to the Internal Rev-
enue Service (IRS):

o 401(a)
o 401¢k)

Funds from a tax-sheltered annuity (TSA-403b)
cannot be accepted as rollover. Funds from an

individual retirement account (IRA) can be ac-
cepted only when the original source of fund:
a qualified 401(a) or 401(k).

Call Fast Facts at 1-800-353-6932 for a Qualified
Rollover Certification (R158C), which must be :
completed and submitted to MPSERS along Wi
your payment and Member Billing Statement,:
Contact the IRS for qualification requirements
before processing a rollover of tax-deferred

funds.
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Repayment of Refunds

If you take a refund of your contributions when
you leave Michigan public school employment,
you cancel the corresponding service credit. If
you return to work for a Michigan public school
that participates in MPSERS, you can reinstate
your canceled service credit by repaying the
refund. ’

You must meet the following requirements to
repay your refund:

e If five years (60 months) or less elapsed
between the time you left and the time you
returned to Michigan public school work,
you must earn at least one year of service
credit after your return before you can
repay the refunded amount, plus interest
charges.

¢ If you left public school employment for
more than five years (60 months), you
must earn two years of service credit after
your refurn before you are eligible to
repay the refunded amount, plus interest
charges.

* You must be employed in a Michigan
public school to repay your refund.

* You must complete repayment before you
leave Michigan public school employment.

¢ Your refund must be repaid in full to
reinstate the credit.

Interest: When you repay a refund, you also pay
interest charges from the date of the refund to the
date of payment in full.

Service before July 1, 1977: If you performed the
service represented by the refund before July 1,
1977, simple interest is charged on the amount
withdrawn. (Simple interest is interest at one or
more annual rates determined by the MPSERS
Board.) The interest is cumulative, based on a set
rate for a specific period of time, as shown in the
following interest rate table:

Before July 1, 1968 3.0% plus
July 1, 1968 - June 30, 1974 4.5% plus
July 1, 1974 - June 30, 1983 6.0% plus
July 1,1983 and forward 8.0%

For example, if you performed the service repre-
sented by the refund before July 1, 1968, your
repayment includes 3.0% of the amount with-
drawn for the period until July 1, 1968, plus 4.5%
of the amount withdrawn for the period between
July 1, 1968, and June 30, 1974, plus 6.0% of the
amount withdrawn for the period between July 1,
1974, and June 30, 1983, plus 8.0% of the amount
withdrawn from July 1, 1983, forward.

MIP Service (after January 1, 1987): If you per-
formed the service the refund represented under
MIP (after January 1, 1987), you must repay the
compound interest your account would have
earned had the refund not occurred. (Interest is
compounded annually on July 1 on the contribu-
tions on account as of the previous July 1 and
computed at the rate of investment return speci-
fied in the law.) The following interest rates are
posted through July 1, 1997:

July 1, 1988 16.3%
July 1, 1989 8.2%
July 1, 1990 10.2%
July 1, 1991 8.5%
July 1, 1992 7 4%
July 1,1993 6.3%
July 1, 1994 7.5%
July 1, 1995 6.9%
July 1, 1996 8.14%
July 1,1997 10.62%
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Explore Early-Out Offers Thoroughly

In recent years, many employers have offered
monetary incentives for employees to retire
early. Frequently these programs are offered
without much notice and only during a limited
sign-up period. You may suddenly be faced
with making a monumental decision with little
time to explore all of its implications.

If your employer offers you an early retire-
ment program, you need to investigate care-
fully and assure yourself that it is right for
you — right financially, career-wise and for
your family ~ and not just right for your em-
ployer.

You need to weigh carefully the pros and cons
of accepting such an opportunity. Your previ-
ous financial and retirement planning probably
did not take this situation into account. Retir-
ing several years sooner than you had antici-
pated places a greater burden on the adequacy
of your financial planning. While the offer may
be tempting, it may not be in your long-term
best interest.

Early retirement and its effect
on Social Security

If you plan to retire from public school em-
ployment before your Social Security pay-
ments begin, you should factor that into your
financial planning. Your Social Security ben-
efits will be lower than if you work up to the
age you are eligible to receive benefits. To
compensate for this decrease, you may have to
rely on your personal savings and investments
sooner.

Your Social Security benefit is based on your
average lifetime earnings over a certain period
of years. It represents a percentage of your
highest average annual indexed earnings over
your working lifetime. If you were born in
1929 or later, the highest 35 years of indexed
earnings after 1950 are generally used. Benefit
amounts are lower if you earned less than the
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maximum amount of taxable earnings over

| time and worked fewer than 35 years.

If you retire in your late 40s or 50s you will
receive lower benefits than if you worked to
age 62. This is because you will not be paying
Social Security taxes on progressively higher
amounts of earnings over a longer period of
time,

You may also lose coverage for Social Security
disability benefits if you stop working at a
younger age. An employee who becomes
disabled after age 30 usually needs work cred-
its (called “quarters of coverage”) for one half
of the 10-year period ending when his or her
disability begins. An employee who becomes
disabled more than five years after his or her
last employment may not be covered for dis-
ability benefits.

MPSERS recommends you contact the Social
Security Administration for complete informa-
tion on your situation before you finalize your
retirement plans.

Irrevocable nature
of retirement

Once you retire, your option choice, survivor
pension beneficiary and retirement effective
date are irrevocable and cannot be changed.
Even if you return to public school employ-
ment in Michigan, you cannot become a mem-
ber of MPSERS. Your earnings will be reported
to MPSERS as retiree earnings. If your plans
include a return to work, you should refer to
page 46 of this booklet to determine if post-
retirement employment could affect your
pension.




Pre-Retirement Pension Payouts

Disability Pensions

If you become totally and permanently disabled
while a MPSERS member, you may qualify for a
disability pension. MPSERS offers two types of
disability pensions, depending on whether your
disability results from your public school em-
ployment.

Disability issues are complicated because most
people don't plan to have to deal with them.
Rather than trying to handle confusing disability
decisions alone, we recommend you contact
MPSERS for assistance and advice as soon as a
disability pension may be necessary.

Nonduty disability pension

A nonduty disability pension is appropriate
when your disabling illness or injury does not
result from your public school employment.

Your nonduty disability protection begins when
you attain 10 years of MPSERS service credit. No
minimum age requirement applies.

You are eligible to receive a nonduty disability
pension if for any reason: '

* you become totally and permanently
unable to perform your duties as a school
employee in the position for which you
are trained or experienced

¢ you do not meet the age and service re-
quirements for a regular pension

¢ you have 10 or more years of service credit

* your physician and an independent physi-
cian certify you are totally and perma-
nently disabled for the duties required of
your position, or a similar one for which
you are qualified, and

» the MPSERS Board approves the disability
pension.

Your disability pension is calculated exactly like a
regular retirement pension.

Application time limit

For nonduty disability, you must submit a
completed Application for Disability Retirement
(R83C) for a disability pension no later than 12
months from the date you terminate employ-
ment. If extenuating circumstances prevent you
from applying for a nonduty disability pension
and you present satisfactory evidence of the
circumstances to the MPSERS Board, the applica-
tion period may be extended to a total of 36
months following termination of your employ-
ment. Call Fast Facts at 1-800-353-6932 to request
an application.

Duty disability pension

You have duty disability protection from your
first day of employment in a participating Michi-
gan public school. If you are disabled by a work-
related illness or injury for which you are receiv-
ing Weekly Worker’s Compensation, you can
apply for a duty disability pension.

You must submit a completed Application for
Disability Retirement (R83C) for a duty disabil-
ity pension no later than 12 months after you
terminate public school employment, Call Fast
Facts at 1-800-353-6932 to request an application.

You are eligible for a duty disability pension if:

s you become totally and permanently
unable to perform any gainful employ-
ment because of an injury or illness that
occurred as a result of your employment
in a Michigan public school

* you are receiving Weekly Worker’s Com-
pensation, resulting from this disability

+ you do not meet the age and service re-
quirements for a regular pension

* your physician and an independent physi-
cian certify you are totally and perma-
nently disabled

¢ the MPSERS Board approves your duty
disability pension.
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No minimum age or service requirement applies
to a duty disability. A duty disability pension is
calculated exactly like a regular retirement pen-
sion, using your actual years of service credit. If
you have less than 10 years of service credit,
MPSERS will use a minimum of 10 years to
calculate your pension.

Pre-retirement
Survivor Pension

If you die before you retire, your spouse or an-~"
other beneficiary may receive a survivor pension
if you met certain qualifications. Besides your
spouse, or minor child if you have no spouse,
other eligible beneficiaries include a brother,
sister, child over age 18 (including adopted child)
or parent, as long as he or she is dependent on
you for support.

If you are married, your spouse is automatically
your beneficiary. If your designated primary
beneficiary is not your spouse, your spouse must
sign your Beneficiary Nomination form (R315C)
declining the automatic survivor benefit.

PA. 300 of 1980, as amended, does not permit
you to name a trust, living will, estate, organiza-
tion or company as a beneficiary for a monthly
survivor benefit. You can nominate an eligible
beneficiary in care of a trust to indicate where the
proceeds of your pension would be sent or de-
posited.

For example, a widowed member, Todd Wilson,
could designate his minor daughter as primary
beneficiary, in care of a trust set up for her, by
specifying: “Mary Ann Wilson ¢/o the Mary Ann
Wilson Trust.” If Todd dies before retirement and
Mary Ann is no longer eligible for a survivor
pension, she would receive a refund of any mem-
ber contributions. |

* Basic Plan members must have at least 15 years of credited service if they are under age 60 or 10 years of credited service if they are

least age 60 for their survivors to be eligible for a survivor pension.

% Bagic Plan members must have 15 vears of credited service.
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Nonduty survivor pension

Your spouse or other eligible beneficiary may

receive a monthly survivor pension if you die

while still working and you met the following
plan requirements:

¢ 10 or more years of service credit if unde
age 60;% or

¢ five or more years of service credit if at
least age 60.°

Your spouse is automatically your beneficiary t
receive a survivor pension. If you do not have a
surviving spouse, your children under age 18 a
automatically your beneficiaries to receive the
pension until they reach age 18.

If you are not married or if your spouse signs
your Beneficiary Nomination form (R315C) decliz
ing the automatic spousal benefit, you may
designate another primary beneficiary to receiv
a monthly survivor pension. Other eligible ben-
eficiaries MUST depend on you for at least 50%
of their personal support and could be a child
over age 18 (including an adopted child), brothe
sister or parent. You must designate that person
as your primary beneficiary on your Beneficiary
Nomination form, which must be on file with
MPSERS at the time of your death.

If you die while still employed, the monthly
survivor pension is effective the month following
your death. The amount is calculated as if you
had retired the day before you died and selected
Option 2, 100% Survivor Pension (refer to page 5i
Health, dental and vision insurance coverage is
also available to beneficiaries who are receiving
SUrvivor pension.

If you die while your retirement is in deferred
status (i.e., you left public school employment
before meeting the age requirement for a pen-
sion), your eligible beneficiary may receive a
tonthly survivor pension if you:

* have 10 or more years of service credit"
» filed a Beneficiary Nomination form (R315
with MP5ERS before you left employme:




The deferred monthly survivor pension becomes
payable beginning the month you would have
otherwise become eligible to receive a pension; it
is paid as if you had chosen Option 2.

Duty survivor pension

From your first day of Michigan public school
employment, your eligible beneficiary is pro-
tected in case you die from a work-related illness
or injury.

If you die from an injury or illness resulting from,
or in the course of, your public school employ-
ment, your eligible beneficiary is entitled to a
survivor pension, regardless of your age or
service credit. To qualify, you or your beneficiary
must receive a Weekly Worker’s Compensation
benefit as a result of your injury or illness.

The duty death pension is figured as if you had
chosen Option 2, using a minimum of 10 years of
service credit, even though you may not have
accrued that much credit. If you have more than
10 years of service credit, the benefit calculation
uses your actual service credit.

Your beneficiary

Your primary beneficiary is the person you desig-
nate to receive survivor benefits when you die.

If you die from a work-related illniess or injury
with no beneficiary designation on file with
MPSERS, your spouse receives a duty death
pension. If you are not married, the pension is
payable to your children under age 18. If you
have no children, a totally and permanently
disabled parent dependent on you for 50% of his
or her support is eligible for a duty death pen-
sion.

You can see why it is important to name a benefi-
ciary for the plan’s survivor benefits and to keep
that beneficiary designation up to date.

You name a beneficiary when you complete your
Beneficiary Nomination form. That person’s name
appears on the annual Member’s Statement of
Account you receive each year. You can change
your beneficiary designation during your work-
ing years by filing a new Beneficiary Nomination
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form. You can get the form by calling Fast Facts at
1-800-353-6932 or from your school’s personnel /
payroll office. Once you file this form, you need
not do so again unless you are changing your
beneficiary.

Refund of contributions

If you die before retirement and your beneficiary
is not entitled to a monthly survivor pension, any
personal contributions you made, including any
additional service credit you purchased, plus
accrued interest, will be refunded to your benefi-
ciary in a lump sum.

If you do not name a berieficiary, your contribu-
tions may be distributed by order of the probate
court.

Filing for survivor’s benefits

When a member dies, the beneficiary or other
representative should notify MPSERS of the
member’s death as soon as possible by submit-
ting a copy of the death certificate.

MPPSERS will review the member’s file to deter-
mine what benefits, if any, are payable, and to
whom. This determination will be sent to the
individual who submitted the death certificate. If
benefits are payable, the beneficiary will be sent a
copy of the determination, along with appropri-
ate forms for him or her to complete and return
with the following documents, if required:

+ birth certificate for self and deceased

member
» marriage license (only needed if the ben-

eficiary is the spouse)

If a survivor pension benefit is payable, the
pension effective date will be the first of the
month following the member’s death.
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Is It Time For You To Retire?

Check Your
Retirement Readiness

Answering these questions may provide some

insight into how well you are prepared ¢
retire. '

[ ]YES] |NO: Doyouown
and clear? If not, will you have 1)
to pay for it? o

[ JYES[ ]NO: Have you planned for the
future of children or others financially depen-

dent on you?

[ ] YES[ ]NO: Have you estimated how
much retirement income you will receive fro
all sources? Is your estimate approximately 6
80% of your pre-retirement income?

[]YES[ |NO: Have you included a realistic
inflation factor in estimating the income you
will need throughout retirement?

[ ]YES[ |NO: Have you saved for or
planned for major expenses such as home
repairs or an automobile purchase you expect
to make during retirement?

[ JYES[ |NO: Do you plan to maintain cash
in reserve for a family emergency?

[ ]YES[ ]NO: Do you have a current esti-
mate from the Social Security Administration
of what your benefits will be?

[ ]YES[ JNO: Have you considered that at
a time of increasing life expectancies, greater
demand is placed on your personal savings
and investments since they must last for a
longer period of time?

ES D NO: If an early retirement incen-
rompted your decision to retire, are
'se programs are typically

he employer’s benefit?

: Have you reviewed your
eedds and made sure your
gnation is current?

O: Have you considered the
benefit to yourself and your loved
of making a living will?

YES[ ]NO: Have you and your family
learly communicated your retirement expec-
ations to each other and formulated a mutu-
Ily acceptable plan?

[ ]YES[ ]NO: Do you already have a
ulfilling leisure time activity or hobby you
lan to devote more time to in retirement?

The more “yes” answers you have, the more
adequate your retirement preparation and
the more likely you'll be able to preserve
your standard of living,.

If you have more “No” than “Yes” answers,
should you delay your retirement date and
continue to work? Only you can answer this.
This booklet points out several important
considerations for successful financial plan-
ning and retirement.
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Review All Facets of Your Retirement Planning

As you evaluate your readiness to retire, you
have much to consider. The following list
should help you review your situation.

Debt: To the greatest extent possible, you
should enter retirement debt-free. Monthly
payments can place a strain on your retire-
ment income.

Your planning needs to include setting aside
money for unanticipated expenses - such as
replacement of a furnace — and anticipated
items, such as replacing your automobile.

Social Security: If you will also receive Social
Security benefits during your post-retirement
employment, you should contact the Social
Security Administration to learn about its
separate earnings limitations.

Pension Payment Schedule: You are probably
accustomed to receiving a paycheck every
two weeks. Your MPSERS pension is paid at
the end of each month, for that month. Your
Social Security benefit, paid on the 3rd day of
each month, is for the previous month.

Life Insurance: MPSERS does not provide life
insurance as a benefit. You may be covered by
an employer-sponsored group life insurance,
which may terminate when you retire. While
reviewing your life insurance needs, you
should also review your beneficiary designa-
tion to make sure it is up-to-date.

You may be approached by companies mar-
keting “pension maximization” plans that use
life insurance to replace a pension survivor
option. When evaluating these proposals,
remember to consider ALL the benefits your
MPSERS survivor option offers, including
medical insurance for your beneficiary.

Estate planning: Your assets, in combination
with your MPSERS pension and your eligibil-
ity for Social Security, may be of sizable
worth. Most people don’t want to think about
death, Yet, if you don’t make plans and deci-
sions, somebody else will have to make deci-
sions for you. That “someone” else may bea
spouse or friend, or the court. The decision
may not always be as you would have chosen.
To ensure that your plans and decisions are
catried out, you need estate planning.

Estate planning starts with an inventory of
your assets and ends with a will. A will is
typically a written document directing the
disposition of your property after death. A
durable medical power of attorney directs
your next of kin and medical providers re-
garding your care in the event you become
physically or mentally incapacitated. Now is
the time to make these critical decisions con-
cerning your estate and medical care at the
end of your life.

Leisure time: For many new retirees, the
needs of a growing family, job pressures and
financial pressures have faded into the back-
ground. How are you going to use this new-
found leisure time? Before you retire, develop
a plan. You soon will have the extra time to do
things which you never did before. Plan to do
what is important and fulfilling to you.

Health: If you have dependent children living
at home or attending college, or others who
are dependent on you ~ such as an elderly
parent - you have special considerations to
include in your financial planning. You may
have to make special provisions for their
health, dental and vision insurance needs.
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Tax Obligations

State and local income tax

Pensions paid by MPSERS are exempt from
Michigan state and city income tax. Although
you are exempt from paying Michigan income
tax, you must file state and city (if applicable)
tax returns acknowledging your MPSERS pen-
sion and claiming your exemptions. Direct your
questions about Michigan income tax liability to
the Michigan Department of Treasury at 1-800-
487-7000.

If you don’t live in Michigan, check the state and
local income tax provisions for your area.

Federal income tax

Your MPSERS pension is subject to federal in-
come tax. If you do not want tax withheld or
want a specific amount withheld, you must
complete a Federal Income Tax Withholding
Authorization form and return it to MPSERS. If
you don’t file a tax withholding authorization
form, MPSERS is required by federal law to
withhold tax from your pension based on the
amount for a married person with three exemp-
tions.

Each January, MPSERS sends retirees a Form
1099-R. This form details the gross pension
amount paid during the preceding year, the
portion subject to federal tax and the tax with-
held. The 1099-R information is also sent to the
Internal Revenue Service (IRS).

You have post-tax money on deposit with
MPSERS if you:

e made contributions on pre-1977 employ-
ment, or

¢ purchased additional service credit using
post-tax dollars.

You have paid taxes on this money and won't be:
taxed on it again. Federal law requires the tax
credit for this money be distributed over your
expected lifetime. Therefore, each monthly pen-
sion payment contains both taxable and nontax-
able income,

The Federal Government projects your expected -
lifetime. If you die earlier than the government
projects, your estate will have after-tax credit not
yet claimed. That amount can be deducted on
your final income tax return.

The total amount of your after-tax money will be. ¢
reported to you before your first pension pay-
ment is issued. Keep this information. It may be
important when your estate is administered.

You may want to contact the IRS if you have
questions about your federal tax liability as a
retiree. Check your phone book, under U.S.
Government, for the IRS office nearest you.
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Receiving Your Pension Payment

When MPSERS sends
pension payments

Pension payments are made near the end of each
month, for that month.

You should receive your first pension payment
one to three months after you terminate your
Michigan public school employment and all your
required retirement forms are on file with
MPSERS. Your first pension payment is retroac-
tive to your retirement etfective date (up to a
maximum of 12 months).

When you retire, you will select the method by
which you will receive your monthly pension
payment. You must choose either Electronic
Funds Transfer (EFT) into your bank account or a
paper check mailed to your home.

EFT automatically deposits your pension each
month,

MPSERS strongly recommends you choose EFT.
When you use elecironic funds transfer, your
pension is electronically deposited directly in
your account at your financial institution on the
same date the paper check is dated - usually the
25th of the month. By law, MPSERS must distrib-
ute pension payments by the end of the month.

This option is safer and more convenient, elimi-
nating the possibility that your pension payment
will be lost, stolen or delayed in the mail. If your
pension check is lost or stolen and cashed fraudu-
lently by someone else, replacement could take
six to 12 months.

When you select the EFT option, MPSERS mails a
quarterly statement to your home providing
year-to-date payroll information. It tells you the
dates your pension will be deposited in the
upcoming quarter.

When you elect EFT, your first two pension
payments are mailed to your home before the
electronic deposit begins. This provides for a test
period with your financial institution to ensure
that the routing, account and Social Security
numbers are accurate.
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Starting the Application Process

When you're ready to retire, you can get retire-
ment application forms by calling Fast Facts at 1-
800-353-6932 to request a Relirement Application
Packet. Submit your completed retirement
application forms at least three to six months
before your retirement effective date.

If you submit your retirement application forms
after you retire, keep in mind MPSERS cannot
make retroactive pension payments more than 12
months old. You will lose retroactive benefits if
you file more than 12 months after you retire.

Your retirement is irrevocable

Once you retire and begin receiving your pen-
sion payments, your option choice, survivor
pension beneficiary and retirement effective
date are irrevocable and cannot be changed.
Even if you return to public school employment
in Michigan, you cannot become a member of
MPSERS. Your earnings will be reported to
MPSERS as post-retirement earnings. If your
plans include a return to work, you should refer
to page 46 of this booklet.

Your Retirement
Application Packet

Following is a list of the forms included in your
Retirement Application Packet and an explana-
tion of the function of each.

Statement of Application for Retirement (R9C) — This
form acknowledges your decision to retire and
the provisions under which you are retiring. It
allows MPSERS to determine your pension
effective date.

Election of Pension Option (R10C) — This form
indicates the payment schedule by which you
elect to receive your pension - either a full single
life pension for your own lifetime or a reduced
survivor pension based on the life expectancies of
both you and your beneficiary. You can also
choose one of the equated plans which provides a
larger pension payment until age 62 and a per-
manently reduced pension afterwards, when
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your Social Security would supplement your
MPSERS pension.

Election of Pension Delivery Method (R297C) — Use
this form to designate whether you will receive
your monthly pension payment via electronic
funds transfer to your bank account or a paper
check mailed to your home.

Group Insurance Application (R365C) ~ This form
tells MPSERS if you plan to enroll yourself and
your eligible dependents in one or more of the
group insurance plans and the date you wish
coverage to be effective.

Federal Income Tax Withholding Authorization
(R54C) ~ This form allows you to specify how
you wish to have federal income tax withheld
from your pension.

Insurance material

The retirement application packet includes insur-
ance information, rate schedules and separate

information booklets for the health, dental and
vision plans. These provide information about
dependent eligibility, enrollment, benefit provi-
sions, coverage effective dates, monthly costs and
important plan features.

You may also call the insurance providers di-
rectly at the toll-free numbers provided in the
respective brochures.

Materials you provide

You will need to furnish a photocopy of your
birth certificate or other acceptable proof of
birthdate. If you elect a survivor option (Option
2, 2-E, 3 or 3-E}, you must also furnish a photo-
copy of your beneficiary’s birth certificate or
acceptable proof of birthdate.

See Appendix E, page 62, for a list of items you
can use to substitute for the birth certificate.




@
Submitting Your
Retirement Application

After you read and complete the required forms
and use the Retiring Applicant’s Checklist, (R118C)
to determine all forms are complete, mail the
forms to:

Michigan Public School Employees Retirement
System

P.O. Box 30673

Lansing, M1 48909

MPSERS will confirm the receipt of your forms.
MPSERS cannot process an incomplete applica-
tion. In that situation, staff will notify you and
tell you what is missing or incomplete.

If necessary documents are delayed, your pen-
sion payment will be delayed.

Keep your home address up to date with
MPSERS. MPSERS needs your current address
for mailing the quarterly EFT statement and for
special mailings, such as insurance rate notices,
income tax information and other important
notices you will receive. To change your address,
send MPSERS a signed letter with your old
address, your new address and the date you
want the change to be effective. Also be sure to
include your Social Security number in the letter.

Notification your
application is complete

MPSERS letter - When you are scheduled to
receive your initial pension payment, MPSERS
will mail you a letter advising when you will
receive your first check. MPSERS also notifies
you of the information used to compute your
pension.

Included with the MPSERS letter is a Pension
Recipient Information Booklet, Post-Retirement
Employment Flyer and a MPSERS Retiree ID
Card.

Effective Date of Retivement and Your First
Pension Check ~ Your retirement is effective the

* You have satisfied the eligibility require-
ments;

¢ you have terminated employment with
the Michigan public school system; and

¢ your retfirement application forms have
been on file with MPSERS for at least 15
days
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Calculating Your Monthly Pension

The pension calculation formula is the same for
all MPSERS members, regardless of your job title
and responsibilities, Differences in pension
amounts are the result of differences in two
variables: service and salary. The longer your
career and the larger your average salary, the
larger your pension.

MPSERS’ pension formula

Your pension is calculated according to the fol-
lowing formula:

Your final querage compensation
X
1.5% (.015)
X
Your years of service credit =
Your annual pension

Your pension is payable during your lifetime.

Reportable Compensation

The retirement statute recognizes the following
types of compensation, and instructs the partici-
pating schools to report them. The compensation
used to calculate your final average compensa-
tion includes: -

» wages you earned while performing the
duties of your position, including compen-
sation for extra bona fide work assign-
ments, such as coaching or driver educa-
tion.

* wages you earned and invested in a tax-

sheltered annuity or placed in a deferred

compensation plan

longevity pay

overtime pay

vacation pay while absent from work

holiday pay while absent from work

sick leave pay while absent from work,

including Weekly Worker’s Compensation

(WWC) for an injury you sustained while

employed with a Michigan public school
(The courts are still deciding the effective
date for including WWC compensation ~
check with MPSERS for current informa-
tion.)

¢ merit pay for achieving specific perfor-
mance objectives.

In addition, certain items of value that are part of
your salary (meals, lodging or personal use of an
automobile) may be considered compensation.
These are known as “in-kind” compensation and
their value (as determined by the MPSERS
Board) may be used in determining your final
average compensation for a limited period of
time.

The MPSERS Board voted in early 1997 that,
beginning January 1, 2000, in-kind compensa-
tion will not be reportable for purposes of
calculating your retirement pension.

The following types of payments are excluded
from your final average compensation:

payments for unused sick or vacation time
bonus payments

retirement incentive payments
hospitalization insurance and life insur-
ance premiums

fringe benefits

payments received directly or indirectly
for actual or anticipated expenses
payments in lieu of health insurance or
other fringe benefits

payments for the specific purpose of
increasing final average compensation.

* ®

Your wages for the period in which final average
compensation is determnined cannot exceed your
previous year’'s wages, except under the normal
salary or wage schedule at your school.
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@
Calculating your
final average compensation

MPSERS will contact your school’s personnel/
payroll department about four weeks before you
terminate employment to request wage and
service information necessary to determine your
pension eligibility and amount. If you apply after
you terminate employment, MPSERS will contact
your school’s personnel/payroll department
after a preliminary review of your application.

Your payroll officer completes an affidavit to
ensure all your wages have been reported and to
verify excess payments you received, if any, in
addition to your base contract (i.e. retroactive
contract settlements, longevity, COLA, overtime,
additional class loads, etc.). The payroll officer
then returns the completed affidavit to MPSERS.

MPSERS cannot make a final determination
regarding your eligibility and amount until we
receive this information from your employer.

Your highest consecutive months of earnings
determine your final average compensation. It
doesn’t matter if you retire during the school
year, rather than at the end of the school year, or
if you are a 10-month employee who receives
part of your wages during the summer months
after you retire.

Final average compensation for MIP members is
calculated using their highest consecutive three
years’ (36 months) salary’., For example, if you
earned $28,600, $30,100 and $31,700 in the last
three years of employment, your final average
compensation is $30,133.

$28,600 + 30,100 + 31,700 = $90,400
$90,400 /3 = $30,133

Using that final average compensation in the
pension formula, assuming 30 years of service,
you will receive an annual pension of $13,560.

$30,133 X 1.5 % = $452
$452 X 30 = $13,560

Divided by 12, this yields a monthly pension of
$1,130.

Post-retirement increases

As a MIP retiree, you will receive a fixed 3%
annual increase, based on your initial pension.
You receive your first increase in the second
October after your retirement. If you retired
July 1, 1997, you will receive the initial 3% in-
crease in October 1998.

The 3% increase does not compound, but it does
accumulate. In the second year after retirement,
your initial pension increases by 3% of your
initial pension. The following year, your initial
pension has increased by 6%, then by 9%, and so
on. '

In the previous example, the retiree receives the
same increase of $406.80 (3% of $13,560) every
year. The annual pension in the second year'is -
$13,966.80; in the third year, $14,373.60, and so
on.

Appendix A, page 48, contains worksheets and
instructions you can use to estimate your future
pension. Remember, this is only an estimate.
When you retire, MPSERS thoroughly reviews
and audits your account to calculate your pen-
sion amount.

= Basic Plan members caleulate their final average compensation using the highest consecutive five years (60 months).
“ Not available to Basic Plan members, Basic Plan members receive a supplemental payment in those years when investment earnings

exceed actuarial assumptions.
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Pension Payment Options

The pension formula determines the amount of
pension you are eliglble to receive during your
lifgtime. 1f you want pension payments to
cantinue to your spouse or another cligible
beneficiary (a brother, slstet, child, adopted
child or parent) when you die, you can elect 2
survivor pension payment option. Choosing &
surviver pension option reduces your monthly
pension payment.

With your retirement application forms, you
receive an Electlon of Pension Optioy form
(R1JC). This form Tequires you to elect a single
life or survivor option for your peraton. Your
choice will determine whether or not payments
continue to a beneficiary niter you die.

If you are married, your spouse js automati-
cally your Option 2 (or 2B} or 3 {or JB) benefi-
clary, If yuu select Option 1 or designate some-
ore other than yaur spouse as your beneficiary,
your spouge ryst relinguish his or her auto-
matie survivor beneflt by signing off on the
Electlon of Penaion Option form (R10C).

You cannot change your retirement opilon or
survivor pension beneficiary after MPSERS
processes your flrst pension payment,

Your payment optlons are as follows:
Option 1 ~ Single Life Pension

With this option you receive monthly paymen
during your lifetime only.

Option 1 pays the highest monthly
pension you can recgive durlng your ;
fifetime. Payments and Insurance cover-
age of daj;endent(s) stop when you die. |
Benefits do not continue to your benefi-
ciary.

Optlon 1-8 combines Optlon 1 and the
Equated Retirement Plan (sec page 40).
Payments and Insurance coverage of

dependentis} stop when you die. Ben-
efits do not cortinue to your beneficlary.

Under Option 1 or 1-E, if you dle befare the
total pengjon amount you have received equals
or exceeds your personal accimulated contri-
butions and inlerest on deposit when you
retlred, your benefictary recelves the balance in
a lump sum payment.

Opﬂon 2&3~
Survivor Pensions

(100% or 50%}

Two basie survivor pensions are available -
100% or 50%. The survivor pensions allow you
to elect reduced monthly paymente with Insur-
ance benefits and [ffetime payments continuing
ta your baneficiary after your death. If you are
married, your spouse is automatically your
survivor penwton beneficiary. If you are mar-
riad and want to name someone other than
your spouse a8 your beneficiary, you must have
your spouse’s writien consent.

Under this optian, your monthly pension is
reduced based on the life expectancies of both
you and your beneficiary. Your beneticary can
be your spouse, brother, siater, patent or child,
including an adopted child. Dependency is not
required.
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Option 2 (100% Survivor Pension) pays
you a reduced pension, then pays the
same amount to your beneficiary during
his or her lifetime. Insurance benefits
continue for the beneficiary and eligible
dependent(s).

Option 2-E combines Option 2 and the
Equated Retirement Plan (see page 40).

Option 3 (50% Surviver Pension) pays
you a reduced pension, then pays your
beneficiary a monthly pension equal to
one-half of your pension during his or
her lifetime. Insurance benefits continue
for the beneficiary and eligible depen-
dents.

Option 3-E combines Option 3 and the
Equated Retirement Plan (see page 40).

If your beneficiary dies before you, your pen-
sion is increased to a Single Life Pension under
Option 1 or Option 1-E the following month.
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Maximum pension
amount limitation

In rare instances, the pensions of highly com-
pensated employees may exceed the maximum
amounts established by State and federal law.

In most cases, the maximum pension you can
receive relates to your age at retirement.
MPSERS cannot pay more than the law al-
lows,

For example, the 1997 maximum allowable
annual pension amount is $41,356 at age 45;
$56,043 at age 50; $77,109 at age 55; $108,326 at
age 60; and $125,000 at age 65.

Contact MPSERS if you believe your pension
may exceed the limits.




The Equated Retirement Plan

If you are under age 61 and not a disability retiree,
you can combine the Equated Plan with your
Option 1, 2 or 3 election.

The Equated Plan gives you a method to “borrow”
against your future pension benefits. It pays you a
larger pension each month from your retirement
date until you reach age 62. At age 62, when you
become eligible to collect Social Security benefits,
the additional payments stop and your monthly
pension payment is permanently reduced. The
permanent reduction is calculated to repay the
amount you “borrowed” in the early years of your
retirement.

MPSERS uses an estimated age 62 Social Security
benefit to establish both the additional amount it
pays until age 62 and the amount by which it
reduces your pension payment after you reach age
62. As an alternative, you may dbtain your actual
projected Social Security benefit from the Social
Security Administration and submit it to MPSERS
for use in the Equated Plan calculation.

The Equated Plan provides you with a relatively
level total monthly income, assuming you begin
receiving Social Security at age 62. The total
monthly income (pension payment plus the addi-
tional amount) comes from MPSERS until you
reach age 62, and then from MPSERS and the Social
Security Administration after age 62.

These examples show how the Equated Plan works.

Let’s assume the following conditions:

A B
Your age at retirement 54 60
Years of service 30 20
Average salary $30,000 $20,000
Monthly pension $1,125 $500
Estimated Social Security ~ $990 $435

at age 62

By choosing the Equated Plan, you would be
paid the monthly pension, plus an additional

amount, which is an actuarially determined
percent of the estimated Social Security benefit.

A B
Monthly Pension
Without Equated Plan $1,125 $500
Additional amount
(actuarially determined) +428 +349
Total monthly pension
With Equated Plan
until age 62 $1,553 $849

When you reach age 62, MPSERS permanently
recduces your pension by your estimated Social
Security benefit determined at retirement.

A B
Pre-62 monthly pension $1,553 $849
Reduction at age 62 -
Est. 5.S. benefit - 990 - 435
MPSERS Monthly pension -
age 62 & after $563 $414

Your total income from both sources (MPSERS &
Social Security) after age 62 is as follows:

A B
Monthly pension -
age 62 & after $ 563 $414
Est. Social Security benefit
after age 62 + 990 +435
Total monthly income* $1,553 $849

(MPSERS + est. Social Security Amount)

*As a MIP retiree, you will receive an annual increase
based on your initial pension amount. This is not
reflected in the figures above.

MPSERS recovers the additional amount ad-
vanced to you based on projections of average
life span. If you live as long as projected, neither
you nor MPSERS make or lose money with this
plan. If you live a shorter lifetime than was
projected, you “make” money, because you don’t
repay all that MPSERS advanced to you. If you
live longer than projected, you “lose” money on
the plan because you pay more back than the
amount you were advanced.
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Payment Oplion Without Equated Plan

Income Increases at 62 by Soclal Securlty Amount

Rethement incormne

Refirament Age Agoe 62

Payment Option With eqgafed Plan

income Stabile Throughout Retramen

Refirement Income

Retitoment Age Age 62
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Insurance Information

Insurance coverage

When you retire, you may enroll yourself and
your eligible dependents in the MPSERS" medi-
cal, dental and vision plans. All pension recipi-
ents ave eligible to enroll in medical, dental/
vision and hearing aid coverage upon retirement’
or at a later date. Benefit levels, premium cost
and subsidy, if any, are determined by the
MPSERS Board and the State of Michigan.

The following people are eligible to enroll in
the insurance plans as dependents:

¢ Your spouse

* Your unmarried children through Decem-
ber 31 of the year they reach age 19. Chil-
dren must be members of your immedi-
ate family by birth or adoption. Grand-
children and stepchildren are not eligible
dependents, even if you are their legal
guardian.

* Your child from age 19 through December
31 of the year he orshe reaches age 25if a
full-time student (as defined by the educa-
tional institution) and a dependent accord-
ing to Section 152 of the Internal Revenue
Code. Proof of full-time student status is a
completed 19-25 Eligibility Cettification
form. Each October this form is provided
to confirm your dependent’s continued
full-time student status.

¢ Your child age 19 or older who is physi-
cally or mentally handicapped and depen-
dent according to Section 152 of the Inter-
nal Revenue Code. Proof of dependency
must be submitted at the time of applica-
tion, including (1) a letter from the attend-
ing physician stating the child is handi-
capped and incapable of self-sustaining
employment, and (2) a copy of the page of
the IRS form 1040 which identifies the
name of the dependent. These documents
must be submitted on a yearly basis in
October with the 19-25 Eligibility Certifica-
tion form to confirm continued dependent
status.

* your pareni(s) and/or parent(s)-in-law
living in your houschold.

Note: You are responsible for immediately notify-
ing MPSERS of any change in your status or that
of your dependents. If MPSERS pays claims for
an ineligible person, we will adjust your retire-
ment pension accordingly.

Enrollment. You must decide within 31 days
after your pension effective date whether you
will enroll in the insurance plans. If you choose
not to enroll then, you may enroli later. If you
enroll later, your coverage will begin six months
following the first day of the month in which
MPSERS receives your completed insurance
application.

MPSERS can waive the six-month waiting period
if you enroll in the plan because you or your
dependent lose eligibility for coverage in another
group plan. Coverage can begin within 31 days
after MPSERS receives your completed applica-
tion. For MPSERS to waive the six-month waiting
period, you must send with your application a
letter from the employer explaining who was
covered, why eligibility in the other plan is end-
ing and the date that coverage ends.

MPSERS may also waive the six-month waiting
period if you have been married within the last

30 days, provided you send a copy of your mar-
riage license and a letter of notification.

Effective Date of Coverage. Your coverage be-
gins on the first day of the month after MPSERS
receives your completed application. Coverage
always begins on the first day of a calendar
month. You can begin your coverage on your
retirement effective date or up to 90 days later.

You should check with your school employer to
determine when your present insurance(s) will
terminate to be certain of continued coverage and
prevent duplication of coverage. Determining
the correct effective date is very important and
is your responsibility. Retroactive premium
adjustments cannot be made,
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Insurance subsidy

For eligible retirees and beneficiaries, MPSERS
pays a portion of the premium for your coverage.
The balance is deducted from your monthly

pension,

When coverage begins

You should receive your insurance identification
(ID) cards and enrollment materials about two
weeks after you receive your first pension check.

If you incur expenses for covered medical, dental
or vision services before you receive your insur-
ance ID cards, get itemized statements from the
-provider. Submit these to the insurance carrier
after your card arrives. If you require hospitaliza-
tion, the hospital can verify your coverage by
telephoning MPSERS at (517} 322-6000 during
normal business hours.

Insurance for
deferred members

A deferred member is an individual who:

¢ Terminated public school employment
with at least 10 years of credited service

¢ Left personal retirement contributions on
deposit, and

¢ Did not meet the minimum age require-
ment for a regular retirement benefit at
the time of termination. With timely
application, the deferred member can
begin receiving retirement benefits upon
fulfillment of the age requirement.

Although all pension recipients are eligible for
health, dental/vision and hearing aid benefits,
the amount of premium subsidy for deferred
members depends on the date employment
ended.

Deferred members who terminated public school
employment before October 31, 1980, and who
are eligible to receive a deferred pension, are
eligible for the full subsidy.

Deferred members who terminated public school
employment on or after October 31, 1980, with
21 years of credited service and who are eligible
to receive a deferred pension will be entitled to
10% of the health insurance subsidy. The subsidy
is increased by 10% for each full year of credited
service obtained beyond 21 years, up to a maxi-
mum of 100%. Members eligible for deferred
benefits with less than 21 years of credited ser-
vice may enroll for health, dental/vision and
hearing aid benefits, but must pay the full pre-
mium.

Note: If your pension is effective the first of the
month after you terminate employment, you are:
not a deferred member and will be entitled to
the full subsidy. Deferred members who return
to work before retirement and reestablish active
MPSERS membership status may be eligible for
full insurance subsidy.




Survivor coverage

Your beneficiary may continue medical, dental
and vision coverage after your death only if you
choose a survivor option (2, 2-E, 3 or 3-E) that
provides a survivor pension. For more detailed
information on these options, please refer to
Pension Payment Options, page 38.

If you elect either Option 1 or 1-E, which do not
provide a monthly pension to a beneficiary, your
enrolled dependents will not be able to continue
subsidized group coverage after your death.
However, your enrolled dependents may be
eligible for continuation of unsubsidized insur-
ance coverage for a maximum period of 36
months.

Continuation of Coverage.

Pursuant to the Public Health Service Act
(PHSA), state and local government group heaith
plans must provide continuation coverage to
certain individuals under the Consolidated
Omnibus Reconciliation Act (COBRA).

To qualify for COBRA benefits, you must be a
spouse or dependent child of a MPSERS retiree
and must be receiving MPSERS insurance ben-
efits at the time of a qualifying event. If yoti are a
spouse, a qualifying event would be death; di-
vorce, or legal separation from the MPSERS -
retiree. If you are a dependent child, a qualifying
event would be the retiree’s death or loss of
dependent status under the requiremerits of the
plan. Continuation coverage does not apply to
those individuals who are covered under any
other group coverage or to those eligible for
Medicare, or to a beneficiary of a deceased Op-
tion 2, 2E, 3 or 3E pension recipient who contin-
ues to receive a pension benefit. Please refer to
Pension Payment Options, page 38.
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Medicare and

MPSERS

At age 65 or sooner, if eligible, you must enroll in
Medicare health insurance (both hospital - Part
A, and medical — Part B) through the Social
Security Administration to maintain maximum
benefit coverage. Your MPSERS health coverage
adjusts automatically to supplement Medicare
coverage at age 65. From that point on, MPSERS
no longer covers your expenses normally covered
by Medicare.

Persons under age 65 who are receiving a Social
Security disability pension becomie eligible for
Medicare after receivinig 24 months of d1sab111ty
benefits. MPSERS health care coverage will be
ad;usted to supplement Medicare - both hospital -
- Part A - and medical - Part B.

In any case, Medicare-eligible retirees and cov-
ered dependents must send MPSERS a copy of
their Medicare card to have the supplemental
portion of their claims aufomat;cally processed.
This will also assure that MPSERS is aware of
your Medicare coverage.

Coordination of Benefits

MPSERS health, dental, and. vision:plans contain
a Coordination of Benefits (COB) provision that
applies when you or your enrolled: dependents
are covered under more than one group. plan. The
combined payments of all plans will not exceed
the aliowable expenses of your care or services. If
both you and your spouse are MPSERS retirees
within the same group plan;, there will be no
advantage for duplicating coverage because COB
will not apply.




Working After Retirement

After you retire, you may return to work and
earn wages from a MPSERS affiliated school and
still receive your full pension, under certain
circumstances. Keep in mind though, the pur-
pose of your pension is to help replace your
income when you’re no longer working, not to
further enrich you as you continue your public
school career.

As a retiree who returns to public school employ-
ment, you are not considered an active MPSERS
member. Therefore, neither you or your employer
make further contributions to MPSERS. Your
post-retirement earnings are, however, still re-
ported to the retirement system to comply with
the Retirement Statute.

If you have any questions about post-retirement
employment, contact MPSERS with a description
of the proposed employment and expected earn-
ings.

Employment Restrictions

You may not work within the first month of your
retirement effective date (even as a volunteer) in
a school:

affiliated with MPSERS; or

for the State of Michigan (if State Employees
Retirement System service is used to calculate
your pension)

Earnings Limitations

If you return to work for a MPSERS affiliated
school you may earn the greater of the following
amounts without affecting your pension:

¢ One-third of your final salary average. For
this purpose, the salary average is increased
by 5% compounded for each calendar year
you are retired; OR
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¢ The maximum earnings permitted by the
Federal Social Security Act as amended.
Contact MPSERS or your local Social Securi
-office for the current limits,

Allowable earnings are prorated for the first
calendar year of retirement.

For every dollar you earn in excess of the statu-
tory limit, you must return one pension dollar to*
MPSERS. MPSERS periodically reviews post-
retirement wages from all Michigan reporting
units to ensure compliance with the earning
limitations established by the Michigan Public
School Employees Retirement Act, PA. 300, of
1980, as amended.

There are no limitations or restrictions on post-
retirement earnings from:

* the universities within Michigan that are
not reporting units of MPSERS; i.e., Michi
gan State, Michigan, Wayne State, Grand
Valley State, Oakland and Saginaw Valley
State

¢ public school academies that are not
reporting units of MPSERS

* any other work within Michigan
any work outside Michigan
the State of Michigan (except within the
month of your effective date of retirement
if State Employees Retirement System
service is used to calculate your pension).




Re-calculating youi‘ pension

If you return to public school employment and
earn a minimum of three years of service credit
(five years if you're a Basic Plan retiree), your
pension can be re-calculated to recognize your

additional service,

To qualify for a pension re-calculation, you must
first repay any MPSERS pension you received
during the post-retirement return-to-work period
used in your pension re-calculation. You must
also pay an amount equal to the retirement con-
tributions your employer would have paid if you
were an active MPSERS member. Your cost for
retirement contributions is your re-calculated
final average compensation, multiplied by a
percentage determined by the retirement law,
then multiplied by the credit earned during your
pension re-calculation period. The re-calculated
pension will be based on your new final average
compensation and include your additional ser-
vice credit.

Duty and nonduty disability
pension recipients

If you are a disability retiree, you must have
MPSERS' written approval before you accept
employment. Write to the Retiree Services Section
describing any proposed employment, the hours
you expect to work per week and your expected
earnings.
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A disability retiree who becomes employed with
prior approval from MPSERS may earn the
difference between his or her final average
compensation and pension amount without

penalty.

To determine your disability earnings limitation,
increase your final salary average by 2% (com-
pounded) for each calendar year you have been
retired.

For every $1 your earnings exceed the maximum,
your pension will be reduced by $1.

Your disability earnings limitation ends
January 1 of the year you would have been eli-
gible for a regular retirement pension, had you
continued employment. When the disability
earnings limitation ends, regular pension recipi-
ent earnings limitations apply.

Survivor pension recipients

Your beneficiary receiving a survivor pension is
not subject to employment restrictions or earn-
ings limitations unless he or she is also receiving
a MPSERS pension granted on the basis of Ius or
her own employment.
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APPENDIX A

Pension Calculation Worksheets

Until you retire and all reports from your em-
ployer are filed with MPSERS, your pension can
only be estimated. The following forms are de-
signed to allow you to easily estimate your single
life pension and the available survivor options.

You calculate your pension using your final
average compensation (FAC) and your total years
(and fraction of a year, if applicable) of service
credit. This is the formula;

Your FAC X 1.5% X your total service credit = Your
Annual Single Life Pension

Your single life pension is payable for your life-
time only.

When you retire, MPSERS will examine your
earnings history. The highest possible FAC will
be used whether you retire at the end of a school

fiscal year or any time during the year. Your FAC
will be determined using your highest gross
reportable wages within a 36 consecutive month
period®. To estimate your FAC now, use your
contractual earnings, Member's Statement of
Account reported earnings, or W-2 form
amounts.

If MPSERS has not already evaluated your
service, you can estimate your service credit for
calculating your pension.

/’_

N

--- Notes ---

B g0 consecutive months for Basic Plan members
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Option 1 — Single Life Pension

Option 1 pays you the largest pension you can receive and stops upon your death. THERE
IS NO CONTINUING PENSION FOR A BENEFICIARY, only a lump-sum refund of any
individual contributions not paid to you in a pension.

PR e e Dy

4 i e e
el

A, Year | B. Wages |C. Credit

1. List your highest wages
earned for *3 years (36
consecutive months) and
service credit earned in each
of those years.

INCLUDE regular wages
and pay for extra work, e.g.,
overtime, and other
additional jobs. DO NOT
INCLUDE unused vacation
pay, unused sick leave pay,
bonus payments or fringe
benefits paid by your
employer.

* Five years (60 consecutive months)
for Basic Plan members.

2. Total the wages in column B.

3. Total the service credit in column C.

4. Divide wages in line 2 by
service credit in line 3. This is
your FINAL AVERAGE
COMPENSATION (FAQ).

e}

=]
[hary
16,3

5. Muitiply your FAC by 1%4%
(.015).

6. Write your total years of service
credit to the nearest 1/10th and
multiply. X

7. This is your estimated annual
Option 1 pension.

e

8. Divide your annual pension by 12.
This is your estimated Option 1
monthiy pension.
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Option 2 — 100% Survivor Pension

Option 2 pays you a reduced pension using an actuarial percent. The month after your death,
the same amount (100%) you were receiving continues to your beneficiary for the rest of his
her lifetime. If your beneficiary dies before you, your pension will revert to the full Option 1
pension. ‘

1. Write your estimated Option 1 monthly pension. $

2. Using the ages as of your retirement effective date,
write the appropriate percent from the sample
Option 2 chart below and multiply. If X
your’s or your beneficiary’s age is younger or older
than the range shown below, please
telephone MPSERS at (517) 322-6000 for assistance.

3. This is your estimated Option 2 monthly pension. $
Upon your death, your beneficiary will receive
this amount.

OPTION 2 SAMPLE CHART: Percentage Rates Subject to Change

BENEFICIARY AGE
41 43 45 47 49 51 53 55 59 61 63 65 67 69




Option 3 — 50% Survivor Pension

Option 3 pays you a reduced pension using an actuarial percent. The month after your death,
one-half (50%) of the amount you were receiving continues to your beneficiary for the re-
mainder of his/her lifetime. If your beneficiary dies before you, your pension will revert to the
full Option 1 pension.

1. Write your estimated Option 1 monthly pension. $

2. Using the ages as of your retirement effective date,
write the appropriate percent from the sample
Option 3 chart below and multiply. If X
your’s or your beneficiary’s age is younger or older
than the range shown below, please
telephone MPSERS at (517) 322-6000 for assistance.

3. This is your estimated Option 3 monthly pension. $

4. Multiply your estimated pension by 50% (.50). Upon x .50
your death, your beneficiary will receive this amount. | $

OPTION 3 SAMPLE CHART: Percentage Rates Subject to Change

RETIREE BENEFICIARY AGE
AGE

54 S0 91 91 91 92 92 92 93 93 .94 94 94 .95 95 .95

gy b T By
e
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Options 1-E, 2-E, 3-E: Equated Plan Pensions

You may cornbine the Bquated Relirement Plan
with Option 1, 2 or 3 if you are under age 61 and
not a disability applicant.

The Equated Plan provides a higher pension
every month untif age 62, when the monthty
pansivn permanently decreases to a lower
amount than Option 1, 2 or 3 alone would pro-
vide,

The intent of the Equated Plan is for your pen-
sivn from MPSERS {o decrease at age 62 by
approximately the vame amount as the Social
Security banefit you can apply for and recelve at
that time. This means that your MPSERS pension
untll age 62 should bu about the same amount ar
your combined MPSERS pension and Sodal
Security benefit nfter age 62,

The before-age-62 and after-age-62 smounts used
in the Equated Plan may be based on your esti-
mated age 62 Soclal Security benefit determined
by MPSERS. O, you may obtain your actual
projected Social Security benefit directly from the
Soclal Security Administration and furnish that
amount to MPSERS to use in your Equated Plan
caleulation.

A Social Security benefit estimated by MPSERS Is
based on your final average compensation, age at
retirement and only service you performed as a
public echoot employee. Your actual Social Secu-
Tity benefit may vary from the estimate. How-
ever, no adjustment at age 62 can be madetoa
pension should the ackal Soctal Security benofit
differ.

The Equated Plan does not affect & survvor
pension. If you chposs & survivor option com-
bined with the Equated Plan (Option 2-5 or 3-8
your beneficiary will receive the applicable
Option 2 or 3 ampuat beginning the month
following your death. If your beneficiary dies
before you, your penston wiil revert to Option 1
E

The Bquated Plan does not affect any post-ratins
ment increases from efther MPSERS or Social
Security

To calculate your estimated penslon before ag:
62 and after age 62 using the Equated Plan,
contact MPSERS in writing or by FAX, e-mai ¢
telephone for additional information, Yo will
need to provide your age upon retirement {e,
59 years ond 10 monits) and your age 62 Social
Security benefil you ubtafned frum the Soclal
Security Admunistration. ¥ you prefer MPSERS
estimate your Social Security benefit, provide
your years of Michigan public schaol service
credit upon wtirement and your flnal average
campensation,
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you witl recelve at age 62.

Option 1 Optlon 2 Option 3
1. Write your applicable estimated penaion
here. £ ] -]
Opiion 1-E | Opllon 2-B | Option 3-E
2. Write the pre-62 advance amaunt and
total, + + e
3. This ig tke estimated monthly pension
you will recoive to age 62. H 5 ]
4. Write the age-62 permanent raduction
ameunt and subtract. - S -
§. This {s the eatimated MPSERS monthly pension
s i

Options 1-F, 2-E, 3-E — Equated Plan Pensions
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Post-retirement increases

The Member Investment Flan {MIF) pro- The Equated Plan daes not affect the

vides permanent post-retiremant increases. | amount of your MIP Increase.

‘The increases are equal to three parcent (.03)

of your initial pension under Option |, 2or | If you choese Option 2 or 2-E, upon your

3, whichever you choose. death your beneficlary will continue to
recelve the same increase you were recelv-

The first increase is permanently added to | ing.

your monthly penslon the second Cctober

foltowing your retiremnent. This same If you chaose Option 3 or 3-E, upon your
amount is added aaln each following death your beneficiary will receive ong-hatf
Qctober The increases are permanent and (50%) of the MIP Increase you were receiv-
cumulative, not compounded. ing. :

OpHen § Qption 2 Optlon 3

1. Write your applicable esthingied pension
and muliply.

2. This amount {s permanently adrdedt to x.03 x 03 x.03

your monthly penston each Cctober -
beginning the second Uctober following
your retirement,




OPTION 1 ESTIMAYE CHART ~ This chart can be used to determine your annual Option 1 pension or as a review of your calculations. The amount on page 49, line 7 approximates an estimate
from this chart. If there is a discrepancy, check your calculations. Locate your average wage in the first column below. Then move to the right on the same line to the column for the years of service

credit which you have. The amount in that column is your estimated annual pension using the Option 1 formula. If your average wage or service credit is not showm, your pension will be
proportionately between the column or line before and after.

Years of Service Credit

Average Value
Wage Per Ye

12

2,100 2,400

2,310 2,640 6,270 6,600
2,520 2,880 6,840 7,200
2,730 3,120

it R SRR i grie 2 ARt
4,300 10,200 10,800 12,000
4,410 5,040 5,670 6,300 6,930 7,560 10,710 11,340 11,970 12,600
4,620 5,280 5,940 6,600 7.260 7.920 11,220 11,880 12,540 13,200
4,830 5,520 6,210 6,900 7,550 8,280 11,730 12,420 13,110 13,800
5,040 5,760 12%40 12,960 1%%%0

4200

T
o o s 5, it e i
30000 6,300 7,200 15,300 6,200 ", 18,000
31,000 465.060 5,580 6,510 7440 8,370 2,300 10,230 11,160 12,090 13,020 13,950 14,850 15,810 16,740 17,670 18,600
32000 480.00 5,760 6,720 7.680 8,640 9,600 10,560 11,520 12,480 13,440 14,400 15,360 16,320 17,280 18,240 19,200
33,000 495.00 6,930 7,920 B,910 9,900 10,890 11,880 12870 13,860 16,830 17,820 18,810 19,800
34,000 7,140 8,160 10,200 18,360

MAME i “:4
600.00 6,000

17.340

20,400

8,400 9,600 / 15,600 20400 21,600 24,000

615.00 6,150 7,380 8,610 9,840 11,070 12,300 14,760 15990 17,220 18,450 19,680 20,510 22,140 23,370 24,600

42000 63000 6,300 7,560 8820 10,080 11,340 12,600 15120 16,380 17,640 18900 20,160 21,420 22,680 23940 25200
645.00 6,450 7,740 9,030 10,320 11,610 12,900 16770 18,060 19350 20,640 21,930 23220 24,510 25,800

9,240 0,560 11,880 17,160 22,440 23,760 26,400

12,000

ISR e Rt

25500 27,000
12,240 18,360 19,890 21420 22950 24480 26010 27540 30,600
9.360 10,920 12,480 15,600 17,160 18,720 20,280 21,840 23400 24960 26520 28080 31,200
9,540 1L130 12,720 15900 17490 19,080 20,670 ~ 22,260 - 23,850 25440 27,030 28,620 30,210 31,800
9,720 11,340 1290 14580 16,200 17,820 19440 21,060 22,680 24,300 25920 27,540 29,160 30,780 32,400
9,900 11,550 13,200 14,850 16,500 18,150 19800 21450 23,100 24750 26400 28050 29,700 31,350 33,000
10,080 11,760 13,440 15120 16800 18480 20,160 21,840 23,520 25,2200 26,880 28560 30,240 31,820 33,600

e e ol




APPENDIX B

Member's Statement of Account

Individual Member's Statenients of Account for
the school fiscal year ending Jure 30 are
mailed to your home each year. If your hame
address is not on file with MPSERS, your
statement will be mailed to your primary
maporting unit.

Youe Member'a Statement of Account shows the
wages and service hours reported to MPSERS,
along with other lmportant data about your
aceount. Because your future benefits wilk be
determined by the wages and setvico hours
reported to MPSBRS, you should carefully
review the staternent for accuracy, If you think
the wages and/or service hours have been
reported inaccurately, notify your publle
sehool business/ payroli office(s}, Report any
other inaccuracies, in writing, to MPSERS. Be
sure fo Include your Social Security number
and mailing address in your request.

Contributions, payments and intereat

‘The Member Investment Plan (MIP} acoount
balance reffects conteibutions and interesi
credited through June 30, On July 1, interest s
posted on your MEP account balarice as of the
previous July 1. The Other Employee Contsi-
butons (OEC) account balance shows any
persunal contributfons you made during the
contributory period and payments for buy-in
credit, if any, processed by June 30, 6% inter-
est on your OFC balance is posted June 30 for
the balance as of the previous June 30. Service

R

performed, contributions paid and any other
paymenia processed after June 30 will show
on fukure statemants,

Service credit total

1t MPSERS has evaluated your service, your
Member’s Siatement of Account shows your
total years of service credit, The cumulative
tota? includes your MPSERS service credit
and any buy-in credit pisrchased ns of the end
of the school fiscal year represented by the
staterment,

On the following page is a sample of the
Member's Statement af Account,




ER'S STATEMENT OF ACCOUNT - 0
Michigan Public School Employees Retirement System (MPSERS)
P.O. Box 30026, Lansing, Michigan 48909

tement prepared for: JOHN DOE Birthdate: 08-12-52
fal Security Number: 0CO-00-0000 Sex:  MALE

efit Plan: MEMBER INVESTMENT PLAN

efictary: MARY DOE Benaficiary Rirthdate: 12-10-52
following reflects your Retirement Account Totals as of June 30,1996

Contributions $3,885.50  Other Employee Contributions (QEC)* $19,696.70
Interest $172.98 OEC Interest $1,937.68
Account Balance $4,058.48  OEC Account Balance** $21,634.38

irement Credit on 6/30/96 -~ Reported: 4.1 Purchased: 10.4 Total: 4.1

itributions paid by your employer are not deposited into your individual account,
reflected on this statement, and not refundable to you or your employer.

rerast 1S posted £/30/97 to the £/30/96 balance If still on depnsit 6730/97
foIlowing 7/1/95 through 6/30/95 transactions are included in above totals:

/96 Reported Credit 1.0 MIP Contributions $1,149.27
tional Credit Payments $2,774.34 MIP Interest $119.49
OEC Interest $1,067.55
chool Agency -—-——- 1995/96: --- Hages MIP Contrib -—— Hours
BY PUBLIC SCHOOLS $29,867.40 $1,149.27 1,092.00
LS $29,867.40 $1,149.27 CREDIT: 1.0

# NOTE TO MIP MEMBERS: The MIP account balance on this statement shows
the balance in your MIP account as of June 30, 7996. On July 1, 1996,
8.14% interest was posted to your July 1, 1995, MIP account balance and
will be reflected on your 1996/97 Member's Statement of Account.

# If your total years of service credit is shown above, that total
includes MPSERS credited service you performed through June 30, 1996, and
additional service credit buy-ins, if any, processed through June 30, 1996.
# Service performed and buy-ins processed after June 30, 1996, are not
included 1n this statement. Future statements will show updated, credited
service totals.

# If you have questions concerning the service credit shown on your
statement, please write to the Retirement System.

# If you need further explanation call MPSERS at (517) 322-6000 and
choose Member Statements of Account from the main menu.
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1995/96 MEMBER'S STATEMENT OF ACCOUNT

PREPARED FOR: JOHN DOE

8sN: 000-00-0000

DISTRICT CODE: 2885
SCHOOL AGENCY: SHELBY PUBLIC SCHOOLS

GENERAL INFORMATION

# Public School Emplovees are participants in the Michigan Public
School Employees Retirement System (MPSERS), an IRS qualified retirement
plan. Future benefits are based upon your retirement plan {either the
Member Investment Plan (MIP) or the Basic Plan), and the wages and service
reported to MPSERS by your employer(s). You should review this Statement
for accuracy. If you believe that the wages, hours, or contributions for
the 1995/98 school fiscal year are incorrect, contact your payroll office
to make any necessary corrections. Otherwise contact MPSERS at (517) 322~
6000 and choose Member Statements of Account from the main menu.

# Before terminating your employment, please write to MPSERS to deter-
mine if you are ¢ligible for a pension.

# If you plan to retire within cone year, you should contact MPSERS for
retirement: application forms.

# For further information regarding your retirement plan, please call
(517} 322-6000 and ask for a copy of the "MPSERS Guidelines". You may also
attend a Pre-Retirement Information Heeting and can request a copy of the

meeting schedule.

EXPLANATION OF STATEMENT

# Other Employee Contributions (OEC) are moneys withheld from your
earnings prior to July 1, 1977, MIP Window payments, unreported HIP contri-
bution payments, and/or payments made to purchase additional service
credit. Interest is posted June 30 on all OEC money in your account as of
the previous June 30. The interest totals shown are for your information
only; interest is not taxzable at this time.
# The service credit information listed is subject to future audit by
MPSERS. One yvear of retirement credit is granted for working at least 170
days at & oOr more hours per day within the school fiscal year of July 1
through June 30. You receive service credit for hours worked =-- up to a
maximum of 378 hours ~- in each calendar quarter. No more than one year of
credit may be earned in one school fiscal year., For example, 170 days at
& hours per day (1020 hours) = 1.0 year; likewise, 260 days at 8§ hours per
day (2080 hours) = 1.0 year. Part-time service earns proportionate credit.,
For example, 170 days at 3 hours per day = 0.5 year; 185 days at 4 hours
per day = 0.7 year.
# "MULTIPLE™, if shown for your beneficiary designation, indicates
that you have named more than one beneficiary.
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APPENDIX C:

Eligible Domestic Relations Order
& Divorce before retirement

If you are employed by a Michigan public school
when you divorce, the Court may order MPSERS
to pay a portion of your pension to an alternate -
payee, typically your former spouse or depen-
dent child.

Before MPSERS can legally carry out the Court’s
ruling, the judge must issue a specific type of
order, known as an Eligible Domestic Relations
Order, or EDRO. Your EDRO must be on file with
MPSERS before your retirement effective date.

An EDRO is a negotiated agreement between
divorcing parties, subject to approval by the
Court. An EDRO is not necessary if both parties
agree that no pension benefit will be shared in
the divorce settlement. -

By law, an EDRO must contain spéciﬁc informa-
tion in a specific format. Write, call, FAX or e-mail
MPSERS for a sample EDRO.

Two Michigan laws control the division of your
pension during divorce. These are:

* The Eligible Domestic Relations Order
{EDRO} Act (1991 P A. 46); and

* The Michigan Public School Employees
Retirement Act (1980 P.A. 300, as amended).

Before MPSERS can implement an EDRO, it
must comply with the provisions of both these
laws.
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The EDRO Act does not apply to a divorce that
occurs after retirement. However, the MPSERS 4
retirement law provides that if you chose a
survivor option and divorce after retirement,
your option may be changed to a single life
pension, providing MPSERS receives a court
order to make the change.

An EDRO may not require a benefit MPSERS
does not otherwise provide or a form of payment
the EDRO act does not provide. It cannot order
MPSERS to pay an increased benefit based on
actuarial value or to make payment to an alter-
nate payee that is payable to another alternate
payee under a previously filed EDRO.

An EDRO applies only to the pension portion of
your MPSERS benefit package. It cannot order
MPSERS insurance coverage benefits for your
alternate payee.
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APPENDIX D

Financial Planning Information

Retirement planning begins with two questions:
How much income will you need in retirement?
Where will the money come from?

Ensuring you will have enough money in
retirement to maintain the lifestyle you
wish to lead is a fundamental concern. As
you evaluate your situation, keep in mind
that most of your retirement income will
come from three sources:

* Your MP’SERS pension;

* Social Security;

* Income from personal savings and invest-
ments.

You may have other income sources, such
as post-retirement employment, a spouse’s
income, an estate or a trust. However, for
the purposes of this discussion, these are
ignored because of their special or tempo-
rary nature.

How much income do you need to main-
tain your standard of living? Retirement
planners agree that 60% to 80% of the final
year’s gross salary is necessary. That
general guideline may need to be adjusted
for your particular circumstances. For
instance, you may need more income if
you plan to relocate to an area with a
higher cost of living.

For planning purposes, 75% is a good
target.

Example: If your final gross salary is
$36,000, you will need about $27,000 in
your first year of retirement. ($36,000 x .75
= $27,000)
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‘| While many of your expenses are apt to increase

Inflation

A typical person retiring today at age 55 should
plan to live at least 30 more years. To retain the
same purchasing power throughout 30 or more
years of retirement, your income must increase .
each year to keep pace with inflation.

Consider the common items you buy every day,
such as a loaf of bread or a gallon of gasoline ar:
how their costs have increased over 30 years.

Some costs have increased by as much as 500%

You should plan for your income to keep pace
with inflation to maintain your purchasing
power as it exists when you retire. To do this, yo
must make an educated guess what inflation wil
be in the coming decades. While the past is no
indication of the future, inflation has averaged
6.3% per year over the past 20 years.

with inflation, some sources of your retirement
income may not. How will income from your
three primary sources increase during your
retirement years?

MPSERS Pension: If you belong to the Member
Investment Plan (MIP), you will receive a 3%
cumulative non-compounding increase each
October. If you belong to the Basic Plan, you
receive no guaranteed annual adjustments. You
will receive a “13th check” in those years that
MPSERS’ investment earnings exceed expecta-
tions, but those occurrences are neither guaran-
teed nor predictable.

A Basic Plan member will need to place far more
reliance on personal savings and investments.

Social Security: Benefits are indexed to the Con-
sumer Price Index and adjusted each January.




Personal Savings and Investments: As inflation
increases your income needs, your savings will
be depleted at a faster rate. If your investment
earnings do not replace that income adequately,
you are at risk of outliving your savings.

Your MPSERS pension is explained within this
Guidelines booklet. You should contact the Social -
Security Administration about your Social Sect-
rity benefits. Now you need to consider how
you're going to supplement those two income
sources with your own personal savings.

Choice of investments

Investments vary according to risk and expected
return. Investments that are traditionally consid-
ered safe, such as passbook savings accounts,
generally provide a low rate of return. To get a
higher rate of return, you must be willing to
1ssume some risk — being aware that you could
ose some or all of your money. You have to
jecide how high a rate of return you want and
1ow much risk you're willing to assume to
ichieve a high rate of return.

Another factor in choosing your personal invest-
nents is liquidity. Liquidity refers to how easily
‘our investment can be converted into cash. For
xample, a savings account is a liquid invest-
nent, because you can easily make a withdrawal.

f you invest a substantial amount in nonliquid
ssets, such as stock, you may lose money if you
ave to convert them to cash. That's because you
1ay be forced to sell at a loss if you need money
uickly for an emergency.

lere are some investment strategy options you
ay want to consider. Remember, you must keep
vmind your own retirement income needs, as
ell as the investment risk you're comfortable

TSAs can earn either a fixed or variable rate,
Fixed-rate annuities provide a specified return,
similar to Treasury bills, government bonds and
corporate bonds. Variable-rate annuities invest in
stock and provide a return that changes accord-
ing to market conditions.

Diversification of investments

-| Many investment counselors favor diversification

as a way to maximize return and lessen risk. For
example, early in your career you minimize stock
investments because you need liquid assets to
provide for emergencies. You would, therefore,
keep most of your money in a checking or sav-
ings account, money market or short-term certifi-
cate of deposit (CD),

Later, when you've saved enough to meet emer-
gencies, you may be able to afford some risk by
investing in stocks to help maximize your return.
If the value of your investment drops, you have
many earnings years to recuperate. As you ap-
proach retirement, you should begin reducing
reliance on riskier investments because you have
fewer years to recuperate.

The most important ingredients in financial
planning are:

* Goal Setting
¢ Planning
*  Action
You must look into the future and envision when

you want to retire (Goal Setting). Once you have

an idea of when you would like to retire, it be-

comes a simpler matter to determine how much
personal savings is required (Planning). The next
component is to actually begin saving (Action).
The earlier you take action, the longer your
savings will be able to work for you.

ith. This information is very general, and it is not

ix~-sheltered annuities

1e tax-sheltered annuity (TSA), available to
ost public school employees, is a tax-deferred
vestment. That means the invested dollars are
t subject to tax until you receive them. Your
oney grows faster, and your take-home pay is
sater than if you save the same or equivalent
wount on an after-tax basis.
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intended to be an investment guide. Instead,
MPSERS wants you to be aware that you will
need personal savings to supplement your
retirement income; you cannot depend on your
pension and Social Security alone. You may
wish to consult a financial planning expert for
advice appropriate to your own needs.
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APPENDIX E
Acceptable Proof of Birthdate

MPSERS cannot process your retirement application until proof of your date of birth is on file,
Photocopies are acceptable and need not be certified.

L To document your date of birth, you may file a photocopy of one of the following;:

Birth certificate

Hospital birth record

Church baptismal record established during the first few years of your life
Passport :

A delayed birth certificate

N

II.  } none of the above is available and you have applied for a Social Security benefit and
documented your date of birth, a statement from the Social Security administration is
sufficient. This statement must contain your date of birth and explain that you have filed
sufficient documentation to establish your date of birth.

III.  If you have not applied for Social Security benefits, photocopies of a tninimum of three of th
following documents stating your age or date of birth may be used. Records established

early in life are preferred.

A school record

A church record

A state or federal census record (established near your birth)
A statement signed by the physician or midwife who was in attendance at the birth, as -
to the date of birth shown on his/her records

A Bible or other family record

An insurance policy

A marriage record

An employment record

A military record

A child's birth certificate that shows age of parent

Some other record that shows age or date of birth; for example, hospital treatment
record, labor union or fraternal record, permits, licenses, voting or registration records, :
or poll tax receipts.

Ll N .
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IV.  Applicants born in foreign countries may file any of the items listed above or one of the followingf

A foreign passport
An immigration record established upon arrival in the United States

A naturalization record (citizenship paper)
An alien registration card

il
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APPENDIXF

Regional Outreach Program

Beginning in October 1997, a Pre-Retirement
Informational Meeting (PRIM) and an opportu-
nity to schedule an individual counseling ap-
pointment will be available at an Intermediate
School District (ISD) near you.

As part of MPSERS' continuing effort to provide
faster and better customer service, we are work-
ing with local ISDs to bring retirement informa-
tion and services to a location near you.

A retirement representative will visit designated
ISDs for a two- day visitation, The representative
will host a PRIM on the first day and take coun-
seling appointments both days.

For locations, maps, dates, times and how to
schedule a counseling appointment you may
check any of the following:

*Scheduled to begin October 1, 1997, the
MPSERS Internet Homepage will have a com-
plete schedule of each ISD visitation. See it at:

http//www.michigan.state.mi.us/orshome/
mpsers

* Look for flyers posted in your schoal or ISD.

* Check with your local school district personnél
office or ISD for visitations scheduled in your
area.

» Call any MPSERS office for visitations sched-
uled in your area.

Availability of individual counseling appoint-
ments is limited, Those within one year of retire-
ment will have preference.
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Abaut the Offior of Retiremeni Services

The Office of Revirement Services {ORS) i3 a diviston of yhe State of Michigan Department of
Manugement and Budget. ORS edininlsters retlrement programs for Michigan's more than
hall miliion state ard public school employees, judges, and atate palice.

About This Publication:

The Intent of this publicatian is to summarlze baste plan provisions under Michigan's Public
Act 300 of 19540, s amended. Curvent laws, rates, and factors aresubject to change, Should
there be discrepaicies between this publication and the actual faw: Ihe provislons of the law

govem.

Total Gapies Printed; 10,000 Total Cost: $7.016.25 Cast per Copy: 5 .70

our /@fzﬁmmmt‘ /0 ﬁm

A Member Handhook
for Michigan's Public Schou] Employees

0%
Office of Retirement Services
Department of Management and Budget
State of Michigan
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As a metmber of Michigan's Publke School Empluyees Retirement
System, yoil are eligihle for one of the beat public pensions arcund,
Becanse it is so essentint 10 plan fat your retirement carly In e, this
Iandbouk aims to give you enough general information about your
pensioa ai that—belween your penslon, social securley, and personal
savigs—your retiremeat is all you hope it wili be. ’

Besides some general history about the system and its administraion,
kit hook explains how and.when you will qualify for a pension and
hot yout pension will be catewlated, 1t inclucd s tips for enhancing
your reticement by purchasing service credit. Youll also find )
information you'It need If youi leave public schoof employment, as
well as an overview of the plan's disability protection, insurance. asd
survivor henefita

“This publicalion is geneml s nattre. We cncourage you o sake a look
a1 our acher publications and the ORS website if you're seeking more
specific information on a panicular topic,

L R TSIt

Public

&

Act 300 - Your Retirement Plan Law
"the opertion ol the Public School Employees Retliemmi System iy
congrolled by the Michigan Public Schoo) Emplayees Relirement Act
{Public Act 300 ol [980}, as amended. Any changes 1o the Act require
passage by the Michigan Legistature. :

The plan is administered by the Office of
Retirernent Services—ORS--with the overslglu
of a ) 2-member board. One board member
Tepresens state governthent; the remaining
embers are appointed by the govemor to
represent active aixl teitred public school
cemployees.

Thoughout your working cireer, your eimployer
takus care of your pension plan deductivns, wage
and service records, and plan contributions.
Regular reparts are sent 1o ORS o become part of
your personal pension record, When It's time to
relire, yaur employec hands off all your final records 10 ORS, and we
becomne your partner in retlrement,




The Basic Plan and the Member Investment Plan
Linti] 1974, both ¢employets and employees contributed 1o the penslon
Fund. It was then a conrrtbutory plan, By 1977 the system was funded
entirely through employer contributions—a renceniributory plan
known g4 the Basic Plan,

In late 1986 the Member Investren: Plan [MIP) was intoduced. This
contributary pian pravides more generaus pension benefit aptions.
Those who were Basic Plan members at the time could choose the
MII, which took effect Januaty 1, £087. Basle Plan mermbers again had
the opportunily to select the MIP in the fall of 1995,

The majority of our members today are in the Member lnvesiment
Pian. For the most pan, this publication describes that plan, not the
Basic Plan. The exceptions, mostly related to contributien rates and
pension caleulations, are noted. You can compare the key differences
between the two plans by referring to Appendix B: MIF-Hasic Plan
Comparison. '

Who Is a Member?

You become a member and begin accruing credit loward a pension

on the fint day you work in a participating Michigan educational
% institution, Members include the following:

W Employees of K-12 public school districts,

W Employees of intermediate school districts.

B Employees of district librarles,

B Employees of some public schoo! academies,

B Employees of 1ax-suppored community colleges.

B Cenain emplayees wha became emplayed before
January 1, 1996, by cne of these seven universities: Central,
Eastern, Northern, and Western Michigan Univensities, Ferris
Sure and Lake Superior State Universities, and Michlgan
Technological University,

Mato: When you see the term meiibers and schooly throughout this
handbook, we ate referring to the employees and employers described
on the previaus page who particlpate in the Public School Emplayees
Retlrement Systemn.

Exceptions to membership,
The following employees are not members of the Public School

Emplopees Retltement Systern:

B A person who has retired from
the system and s receiving
a penslon (even if he or she
returns 1o public school
employment).
Aperson employed by a public
school while enrolted as a full-
time student In that system.

A person under the age of

19 employed in a wmporary,

intermittent, or imegular

seasonal or athletic positlon, whether 2 student or not.

An instructor or adminlstrator of a community college or
ellgible university who elected an optional retirement plan

{such as FIAACRER) offered under Public Act 156 of 1967, as
amended.

A new employee of a library or museum hired after it separated
from the school district.

A person who is working in the public school system only
through a program resulting from the Federal Work Force
Investmment Act of 1998; Michigan Community Service

Corps (Public Act 259 of 1983); Senior Community Service
Bmployment Progtarm {Public Law 89-73); or Work First
Program. Note: Administrators of any of these programs who
were previously members of the retirement gystem, and who
remain in the employ of the schaal, may retaln membership
in the rettrement system.
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B Anemployee enrolfed in a transitional public employment
progran,

B Aperson enrolied i a Federally-funded neighborbond youth
COrps program ot simmilar training program operated by an
imermediate schoed district 1o prevent or rehabllitate high
schonl drapouss,

W Aperson who Is weskitg forlie school for the sale purpose of
a political election.

W A persen working in a public school who is conracted by an
outside company, raiher than hired directly by the schoot.

B A persun working in a public school who is sclf-employed as
an independene comractar,

You miay be active, deferred, or retired,
Participanis in the retdrement syslem are <lassifivd 3o ane of the
fotlening categosios:

W Aciive Member. You are on the payroll of one of the
participating Michigan public school systems described in
thls section, You remain an active member for up to one
year while laid off, or as Jong as an employee-employer
relationship exisis while cn a leave of absence.

B Pefarred Mamber. You leave public school emplayment afier
you are vested but before you're old envugh w draw your
pension. You are vested for your pension—meaning you have
sufficient service o qualify for 3 benefit but don’t yet nieet the
age requiremem—when you have the equivaient of 10 years of
fusll-time entployment. You reinain in deferred status, as fong
as your contributions remain on accouny, unsil you apply for
your pension at age 60 and become a retiree.

W Retiree, You ate recelving a pension {disability or retirement)
Irom the retiremnent systein,

.,

‘the retirement system is funded by contributions of puldic school
employers and employees, and by the Inveslment camings on these
contributions. All contributions are a furding source for pensions and
do not result in individual benefits In additlon 1o the pensios,

Who Coutributes What

Employer contributions,

Each year an actuary deterimines how muschy the public schoals
need we contribute 1o fund their portlon of member benefits. These
toniributions are not refundable to you er your employer.

Your contributtons.

As a MEP paeticipant, yous also coniribute & percentage of your salary to
the pension reserve fud. Your contsibution rate depends ars when you
eitrablud in the MEP plan,

B yon deaed he MIP before fanuaey 1, 1990, OR were & Basic
Plan panicipant wha enrolfed in the MIP by january 1, 1993,
you contiibute 3.9 percent of your pretax salaty.

W [Fyou are a new member who began Michigan public sehool
employment January 1, 1950, or iater, OR are a reteming
member who did not work between January 1, 1987, and
December 32, 1989, yolt contribule pretax contributions based
on the following chart:

Up 1o $5,000 3% of compenratlon {up te $150 total)

$5.000 wo 515,000 $ 150, plus 3.6% of compenistion between
$53.000 and 15,000 {up to $510 toal)

Over $15.000 $510,.plur 4.3% of compensation avar
$15.000




T addition to your MIP contributions, you
might have ather personal contributions—From
earnings before July 1, 1977, or from purchased
servlce credit—on account.

We keep track of all your contributions, and send )
you an update every year, i

Your Contribution Account ;
Though all member and employer contributions :
ga tnn the reserve fund used to pay all monthiy

pensions, we keep a separate account of your

ronéributions, We do this for a couple of reasans:

W Taxability, Contrlbutlons you make on a
tax-deferred basis will became taxable when

yous recrive paymnenls, We nieed 4o e abde o el the IS how
enuch of your pension is taxable at retirement, and liow murh
yotrve already paid taxes on.

M Interest, Personal vontributions eamn inlerest, and different :
rates apply depending on the type and time of the
contribution. Ordinacily, this will only be important 1f you
terminate employment and take a refund of convributlons.

B Refunds, If you leave the retirement system before you're
etigible for a pension, you can ask for 2 refilnd of your
personat contributions, forfeiting all your rights o a monthly
pensicn.

Because we keep detailed account balances and provide them to
plan members, they often think that they'll get this amount gver and
above thelr calculated pension when they retite. This is not so. It is
only when you leave the system before you've eligible for 4 pension
that personal contributions could b refunded, This 15 explained in
Section V - If You Leave Publlc School Empioyment,

Loy
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You earn interest on your contributions,

As your employer forwards your MIP contributions to ORS, we credfl
your MEP account, At the ctose of each schoot fiscat year, we also credit
you with interest oiy MIP contributicns that have heen on account

for a full year. The interest rate on MIP contributions varles, because

it Is statuorily determined each year based on the rate of investiment
return.

1f you have purchased service credit or have any post-tax contributions e

fram years when the plan was contelbutory, we will keep track of those
personal contributions separately. These funds carn 6 percent Interest
aftet they have been on account for a fuli year, As with MIP accounts,
Interest 13 posted a1 the end of ench school fiscal year.

Your Annual Member Statement

iiach vear we send all active {working) members & Mlember Starenteat,
While the primary purpose of e stilement is to belp you plan for
your retinement, it also gives vou an updae an your accountt balance
and account activity through June 10, the end of the fiscal year.

What's on your statement,

The statement will list the wage, service, @uu Hembes Sratamant
and conteibutlon amounis reported by your

employer(s) during the las fiscal school | N ot

"

Y
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yeat, and tell you how much service credil
your eamed In the year—typically 1.0 year of

h i

credit f you worked all year, full-time, You'll

e e

also find your cumulative service credit tatal, ot e 1 205
iyt s P
ray G et gy

1t willl show your MIP contsibutions, interest,
and balance, as well as any activity and
interest on your personal contrlbutions, if
you have any.

Your statement will reflect the person or

persons you have named as your beneficlary,

and may include other informatlor: that

x

affects your pension or retirement pl




What to do with yeur statement.
Review yeur annual siatenent carefully for accuracy. If you think there
are errars in your wage, confribution, or service for the centribution
period, or to change your address, ask your school payrol! officer

to send us the comection. ORS can assist with any -
cumulative tolals and interest questions, Also, verify
that your beneficiary is correct; if not. be sure to send
1s a correctian as explained in Sectien V.

As a veated member of 1he Public School Employess Reifrement
Systern, you can loak forward to a monthly retirement pension benefit
for your lifetlme. 'This section explains when you'tl be cligible, low

. 16 eslimate the amount of yous pension, your different payment
opliang, and some general information on how service credll Is earned
and purchased, For more complete details about your retirement
benefil, ask for the ORS publication Retiramews Readlness: A ‘Hwa-Year
Comnvdonn.

Qualifying for Your Pension
To be eligible fora monthly retisenent pension, you must meet
minlmum age and service requirements,

we als suggest that you keep your stalementsina
safe place so that you have a peim of comparison
when next year's stalement arrives.

Fuli Retirement - MIP Mentber.
An a M member you will gualify for il repngsent under iy of the
lollowing provisions:

B MIP 46 with 30, You qualify for full retirement a1 any age with
a1 Jeast 30 years of sezvice. However, if you have purchased
univetsal buy-in service credit, you must be at least age 46. At
least 15 years of service credit must have been earned through
the Michigan Public Scheol Employees Retirement System,

W M 60 with 10, You are eligible for your pension at age 60
wilth at Jeast [0 years of service credit.

W MIP 60 with 5. If you are age 60 and you

have a1 deast 5 years of secvice eredil, you
» qualify for a pension If at least 0.1 years

of service credit have been eamned in each
of the five school flacal years lmmediately
before your retirement effective date and
you terminated your pubtic school service -
hirmediately before your retirement effective date
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Ful! Retirement ~ Bastc Member,
As a Basice Plan member, you qualify for a full retirement under the
followtng retirensent provisions:
W Basic 55 with 30, You qualify ot yeur pension when you ar2
at least age 55 and have 30 or more years of service credil.

AL feas: 15 years of service credil must have been carned
shraugl: the Michigan Public School Employees Retisemert

Sysiem.
B Basic 60 with 10. You qualify for a pension 21 age 60 with a
least 10 years of service credit.

Early Reduced Retivement — MII® and Basic Members.
Whether yout are a MEP or Basle Plan member, you can take an early
reebuevd retinoment as early as age 55 ifyou have atJeast 15 but ess than
30 years of service. Your pension amaunt is premsnritly recuced by
one-half of one pereent for each manth you take your pension belore
age G0 (6 percent per year),

Yau must be an active mvmber 1o be eligible for the early reduced

Benefit, If you are a deferred member you don't quallfy for the eary
reduced pension,

‘Fa retire under the early reduced provision, you mus: meet all of the
fellowing condItions:

B You worked through your 55th binhday (an exception may
apply if you were born In a summer month}.

W You have at least 15 but fewer than 30 years of service eredit,
with at least 10 years of service credit earned under this
syalem.

M You earned at Jeast 0.1 year of service creditin each of the

5 scheol fiseal years immedialely before your retirement
effective date. The fiscal year in which you are retiring counts

in the 5 years.

W You terminaced Michigan public scheol service immediately
before your retirement effective date.

if you'te thinking about an carly reduced relirement, we suggest you
check with ORS before you terminate employment o be sure you
qualify,

If you become disabled,

‘There are special ellglbility and calculation previsions for those who
become disabled while 2 pubtic school employee, This is explained in
Section VI - Additlonal Benefits for You and Your Dependents, and in
the ORS publication {f You Heveme Disubled: Your Disubility Protection.

How Much Will You Get?
The penslon formula,
Yoty antwal benefit Is based on a formula that multiplivs your finel
aerage compensatian thmes & pension factor of 1,5 percent times your
gers of servive.

The Panaian Fermute

ACX 1L3%x
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Dividing the annual benefit by 12 wilk teli you how much your
monthly benefie will be if you elect the straight life aption. You can also
chaose a survivor option or an eqdisied plant for your pension payments.

it is important that you understand ali of these concepts, because they
have a direct effect on your pension amount, We briefly explatn each
oute below:

M Final average compensation (PAC}, For MIP members, the
hlghest three consecutive years of camings (36 months) are
averaped to determine your final average compensation,

o1 FAC. 1f you are a Basic Plan member, yout highest five
consecutive years of earnings (60 months) are averaged w
determine your PAC.

Note: Your highest three or five consecutive years of earnings
may have eccurred earlier in your career. Even though we may
use those yeaes rather than your final years to calculate your
benefit, we siill refer to it as your final average compensatiosn.




Penslon Increases alfter you retive,
As a MIP retiree, afier you've been redred a full year, each Getober
you'll receive & fixed 3 perent increase In your monthiy pension. This
pusiretirement incrense duesa't rompound, but it does
accumulate. So each October, your retirement check wil?
tncrease by 3 percent of your initial pension amount.

B Years of rervice (YOS). Your service creilit reflects the years,
or fractions of years, you have worked for a Michigan public
scheal. In general, you camn one year
of service when you work 1,020 hours
in a schoot fiscaf year. No maere than
30 kours can be credited In a one-week

" ® period. Credited service can also Incude : Baslc Plan members do not receive postretirement
any atldumnal service purchased or uansferred as desrribed "
Increases. instead, a supplemental payinent may he
tater In {tis section. Yor more details, see our Eufaicing Your ’ issued In those years when the pfan's investment
Pension: Eurning and Purchusing Service Credit booktet. 4 pans ’
eamings exceed predictions.
% et i sl benet e o Lt ORS do the math,
. uph .
Tl ive: s
yous lifeline, and no benefits {pension or insurance} are paid Fhis booklet gives somie very h.mir methads far ﬁ.gu:mg
10 your survivars after your death your persion. But the calcaiations can gel complicated ¢
"’ - when you factar in possible beseliciaties, vaetous payment optians, or

watt to compare different retinement dates. We cen hefp. Log on o the
ORS website at wiwwamlchigan.gov/ORSschools mxd navigate 1o 1w
henefit estintator. This handy tonl lets you key in youwr age, wage, and
sepvice information, and quickly estimaws your future pension,

B Survdvor aptions. These aprions fay you Iess ot consinue
mwenthly pension payments ay well as health, demal, and
visivn insuranse coverage 1w your beneticiary {spouse, sibling,
parent, of child) i you die. You eleqt
either the 100, 75, or 50 percent
suavivor option; yous survivor then
recelves the same monthly beaefit you
recgived, 75 percent, or half of your
henefit amount. The monthly pension
amount Is based on actuarial tables that
factor in life expectancies fos you and
your beneficiary,

A niote abouf divorce,

£ you diverce while an active or deferred memtber, the court may
order that a porilon of your pension be pald ta an aiternre payes
such as your former spouse or dependesyt child. The ordee {generally,
an eligible domestic relarions order, or EBRO) must contaln specific
information in a specific format, and must be on file with ORS prior
to your retrement effective date. Details and sample language can be
found in the QRS publicailon Eligible Domestic Refasions Orders.

B Equated plan. This plan pays you a
higher penslon untll you are age 62,
and then yous monthly pension is
permanently reduced based on the amount of your estimated
social security benefit. You might choose to recelve this
equated plan "advance” on your penslon if you want your
10tal [ncome to remain fairy level both before and after sactal
security begins, The equated plan can be combined wilh a
siraight life or any of the survivor options.
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Obtaining Credit for Service

Remvmbez, your penston amount is based, in part, on your numbet
of years of service as & public school employee. You should know that
vou might by able to count cenain other employment in yoor service
credit tetals. The plan allows the graming of service credi; It allows
the purchase of additional service credit and it perntits you to reinsiate
service from a prios peried of Michigan pubiic schoo! employment
by repaving, with interest, any contributions o the system you migh
have withdraws when you wrininated.

B's worth your while t explore transferring or puzrchasing additlonal
service ceedit. Mot only would added credil Increase your penslon, it
could help you qualify as an earller age.

$35,000 N $8000

x |.5% il W L5
% 30 yoars = §15,75055, | % 25 powy 2 1B 375 E

Trgrces

Bear iz raind that with few exceptions, purchased scrvice 1se't credited
to you untit you are vested, nor can you count it toward your ten-year

(or five-year} minimum eliglbility requizement. And in all cases, your

purchase must be conspieted before you leave public school service,

Betause each type of service credit has its own limlts and restrlcibons
and casts, please use the following information only as a general
overview,

Types of service credii,
Review the following 1L 1 see what types oF service credit you might
be eligibie for:

B Servive credil may be granted (at no
rost) while you are on leave for active
duty military service or some weekly
workers’ compensation,

W You may be able 16 purchase or be
credited for matemily, pateruity, or
child-rearing time; active duty mitliary *
service; out-of-system public educational employment;
nonpubiic educational employment; state of Michigan Clvil
Service employment; weekly warkers' compensation; ora
sahbatleal Jeave of ahsence,

W You can puichase wefversd fug-in (LER seroce credit, which is
availalle to afl Michigan 'ablic Schaal Empiovees Hetirement
System members.

K yous had a prior period of Michigan public schnol
employment but then withdrew your contributions to the
systemn when you left employment, you can ask 10 pay back
the amount refunded 1o you, plus interesy, 1o reinstate your
priar service.

‘The cost of service credit,

The price of service credit depends on the type of credit as welt as your
age, rale of pay, and yvears of service. Generally, the older you are, the
higher the cost, To estimare the cost of a service credit purchase, refer
to the ORS website or ask far Enhancing Your Pensien: Earning and
Purchasing Service Credit.

When you apply for additional service credit, ORS cliecks your
eligibllity and determines I the credit has a cost. If no cust, you'il get
a letter stating the service credit type and the amount of service (years
and fractions thereof) being credited. If there is 2 cost, you'll receive a
Member Biiling Stateriem that describes she total type and amount of
service credit avatlable for you 1o purchase. Though it's cailed a *blll,*

yuu have no obligation 10 purchase,




Three ways to parchase,

S

Yeu can buy service credit in three ways:

B Direct payment. Send a check or money order.

M Tax-deferred payments {TDP), Your payments
are deducted from your paychecks by your
empioyer. Taxes on the amoust withheld
are deferred until you begin reccivipg your
manthly pension payment.

B Plan.to-plan transfer. Transfer or "roll over”
funds from a qualified retirement plan such as
2401 (a), 401{k), 403{b}, 457, a qualified plan
establshed with a previous employer, as well as
a conduit IRA (individual retirement account). A traditional
IRA is not eligible for & plan-to-plan wansfer,

1

Find nut more aboul service eredit,
IFyou're interested in huying service eredit,
explare our website or ask ORS for Enfuniing
Your Pension: Eanzing and Purchasing Service

Cradht.

In this section you'll learn abou! your disabitity protection while
yau're an active employee, and insurance eligibility once you retire. It
also explaing what you (and your loved enes) can plan on should you
die, and tells you how and when to desipnate your beneficiary.

If You Become Disabled

Your retirement plan provides protection for you and your dependents
if, while vau are an active empleyee of a participating Mithigan public
school, you become totally and penmanently disabled and unable 1o
perform duties for which you are rained, edueated, or experienced.

You may quakify for one of two wpes of disability retirement heneflis
depending on where you acquire yous Injury or itlness.

W i you incur a permanently disabling injusy or itiness at work,
you snay be eligible for a duty disabilizy benefil. Your duty
disabillity protection begins your first day on the job.

M Hyourdisabling Hiness or injury Is incurted outside of work,
you may qualify for 2 nonduty ditabillty benefit. Your nonduy
disability protection begins when you are vested with the
equivatent of 10 yeats puhlic school employment.

Whether duty or nonduty, you must apply for & disability benefit
within 12 months after you terminate employmeni. .

Disabflity pensions are calcutated the same as a regular retirement—
muttiplying your final average compensation times your years of
service times a factor of 1,5 percent, If you qualify for a duty disabilky,
we'll always credit at least 10 years of service to calculate the benefit,
even if you have less service credit when your work-related iliness or
injury occws.

For mere information about disability beneflts, request the ORS
publication Jf You Beeote Disabled: Your Disability Protection.




Insurance in Retirement

When you retire, you may enroll yourself and your eligible dependenes
in the plan's medlca], dental, 2nd vision Insurasice. Your eliglble
dependents Include the following:

B Your spouse. If e or she i3 an eligible public schaol tetiree,
you will be covered together on one contract,

B Your upmarried child by birth, legal adopilon, or legal
guardianship through December 31 of the year in which he or
she tums age 19.

Your unimarvled child by birth, legal adoption, or legal
guardianship from age 19 through December 31 of the year
in which he or she reaches age 35 If a full-time student and
dependent on you for support.

Your unmarnsted child by birth, legal adoption, or legal
guardlanship age 19 or older who is physically or mentally
disabled, dependent on you for suppor, and unable w self-
sustain employment.

Your patent or parent-In-law residing In your household,

Subatdized premiums.
1f your pensian Is effective the first of the
manth after you terminate employment with
a Michigan public schacd, you wilk go directly
from ective member status 1 redree status. The
retirement syatem pays a pettlon of the health,
. dental, and vision insurance premiums for
M you and your dependents. Your percentage of

Upon Your Death

Whether an¢| what benefits are payable to your sutvivors depends, in

part, on If your death occum while you are active, deferred, or retired.
in this section we provide some general guidelines so you can plan fo
your loved ones,

Namlng & beneficary.

When you first become a member of the retirement system, your
employer gives you a Bensflciary Nomination (R315C) form. Send this
farm 10 ORS {not your payroll affice) 1o name a survivor pension
beneficiary, & refund beneficiary, change your beneficiary, or requeat
that the default provlalons of the law apply,

The default provision of the law says this: While you are actively
employed, if a survivor pensien beneflt la payable upon your death,
the retirement act amtomatlcally provides a Hifeime manthly surviver
benefit 1o your spouse, or if not married, in equal payments to your
unmarried dalidren untll they reach age 18,

Note that ihe default provision anly applies if you dle white an

active member, Be sure that ORS has & signed, valid beneficiary form
naming one eligible survivar pension beneflclary before you terminate
employment—see "If you die as a deferred member” in this section,

Before you serel ORS the Bzneficlary Nomination (R315C) form, be sure
you have a good undentanding of if, when, and 10 whom a benefit
may be payable upon your death. Read the details in this section, &s
swelk as the beneficiary form, tarefully.

Some of the fzcior that should influence your dectalon about
whether to name a beneficiary, change a benefidary, or use the default

provisions of the law are:
W What is your marital status? Your family composition?

the cost will be deducted from your maonthly pension, Onge you are
eligible for Medlcare, Medicare becomes your primary insurance carrier
and the retimment system pays a higher percentage of your health

insierance premiums. I What is your vestlng statust

B Are you naming a survivor penslen benefidaty ora refund
benefictary?

If you are a deferred member, the amount of the premium subsidy at
retirement will depend on when you terminated your pubtic school
employmeni and how many years of credited service you have.

W Are you actve, deferred, or retired?
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If you dic whife an actlve member.

Nonduty death, If your death is net a result of an injury or fllness
incurred at work, 1t is called a nondiny drath. A monthly pensivn may
be payable to your surdver ponsion hengficiury If you were vested with
at least 10 yrars service {5 years If you were at least age 60). Basic Plan
members st have at lezat 15 years of credited service il they ace
under age GO, o1 10 years If they are at least age 60, for their survivors
ta be eliglble for a survivor pension,

‘The nondatty death survivor benefit is payable beginning the manth
following your death, It is calealated as if you retired the day before
you died and elected the 180 percent survivor optlon. Health, dental,
and visloi knsurapce coverage is also avallable 1o
beneficiaries receiving s survivor pension.

Hvau do not have a valid Bewteficiary Nomimation
{R3150} form on {ile with ORS (see "Maming

a beneficlary”™ in this section} vour spouse is
antomatically your survivor pension beneficiary.
1f you are ot marrled, your unmartied minor
children ase automatically your beneficiasies until
they reach age 18, marry, or are adopted.

if your spouse waives the pension benefit by signing
the Beneficiary Nomination (R315C) form, you may
designate any of the following eligible beneflelaries if they depend on
you for at least 50 percent of their persanal support: your chid, your
brather or sister, or your parent. You must have designated this person
on the Bengficiary Nomination {R315C) form. and the form must be on
file with ORS at the time of your death.

if you have no surviving spouse or unmarried children under 18, no
continubng monthiy benefit will be payable untess ORS has your valld
beneficiary designation on file and the survivor pension beneficiary

_ you named remains dependent or you/the income provided by the

pension,

M you die before retireinent and no monthly survivar pensian is
payable. any personal contsibutions and interest in your account will
e paid w your refund bereficiary in & Jump suim. i you haven't named
a beneficiary, your contributions may be distribuled by probate count
order.

Dty death, If you die from a work-related injusy or iiness incurred
during yout public school employmens, i iy considered a duty death.
A monithly survivor pension may be payable, regardless of your age or
years of service, If a workers” compensation benefit is awarded based
or your work-related Injury or iliness.

"The duty death survivar henelit is payable beginning the month
following your death, and Is calculated as if you retired the day before
you died and elected the 100 percent survivor option. We will use no
lesy than 10 years of service in the punsion cateulation, even if you
have bess service credit af the thme of death, Health, dental, and vision
insurance coverage is alsa wvailable to beneficiaries
teceiving a survivor pension.

If your death is duty refated, a monthly survivor
pension may be payable to your named beneficlary,
as long as he or she meets eligibility requirenents,
wiiether you were vested or not. If a valid beneficiary
nomination I no1 on file, the default provision
allows duty-related survivor benefits to your spouse,
or il not married, 1o your children until they reach
age 18, are adopted, or many. If you are not survived
by a spouse or cligible children, your totally and
pemmanently disabled parent who depends on your
for more than 30 percent of his o her support may
be eligible for the duty.related survivor pension,

If you die before retlrement and no monthly survivor pension Is
payable, any pessonal contributions and interest in your account

will be paid t your refund beneficiary in a Jump sum. if you haven't
named a beneficiary, your conlribuiians may be distributed by probate
court order.
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If you die as a deferred membrer.

Ifyou die while your retirement is in deferred status {that Is, you left
public schual employment alier vesting but before you'se old encugh
1o draw vour pension), & monthly survives pensien will be payable

10 your eligible beneficiary provided {1) you have at least 10 years

of service credlt as a MIP member, §5 years f you're a Basic Plan
member; and {2) vou filed a Bancficinry Nomination {R315C} form with
ORS before you terminated employment.

As s deferved member you must have a benefictary form on flle before
you terminate empluyn:nenl. "Ifae form must name an eliglble survivor |
pension beneficlary because the default provision does not apply If
you die as a deferred member. You can change your beneliciary while.
in deferred stawss, but only if a valid form was on file with ORS before
yoiu termtinaed. )

the deferred manthly susvivar pensionhecames payable heginning
the manth you would lave otherwise becamne eligibe 16 receive
your penston; it is paid as i you had chosen the o0 percent survivar
cption. :

Ifyou dle befare retirement and no
monthly survivor pension Is payzable, any
personal contributions and interest In
your account wili be paid 10 your refund
benreficlary in a Jurnp sum. i you haven’t
named a beneficiary, your contributions
may be distributed by probate coust order.

If you die after feaving employment and hefore belng vested,
If you die after leaving public school employment and before you
have sufficient service to be vested in the plan, ho survivor pension

is payable, Upon natificatlon by your survivor, we will retum any
personal coneributions and accumubated fisterest 1o your refund
beneflciaty or your estate.

Before you jeave your job, complete a Beneficiany Nomination (R315C)
form to designate who will receive your contributions. If no form is on
file. your conitibutlons and sccumulated interest may be distributed
by ptobate cauint order.

Il you dic after you retire.
A monthly penslon, as well as continued insusance benefits, is payablic
only if you elected one of the survivar opilons when you appiied for
your pensicn. The pension ¢an only be made to the survivor pension
beneficiary you pamed when you filed JE ek

your retirement application. You can’t
change yous aption or benellciary
thoice after your penslon begins,
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We've explained the roles that ORS and your empleyer play in your
setirement readiness, In this section you'll leamn the steps you should
rake to ersuse that your retiremnent is al} you want It 1o be.

Have a Plan and Follow It )

it's inmportant to rensembet that your pensian shoeuld not be your
only—or even your primary—source of income in retirement.
Financial ptanners will tell you that, like a 3.Fegged stoc!, a secuce
retirement depends on a balance of social secutity benefits and
personal savings, in addition 1o your pension.

tn Section HI we (old you about the Member Statemtent that we send
YOU evary year Your stalement’s arrival would be a good time 1o
evalizate your overalt retiredrent plan.

i Revivw your statement, and then assess all your
retirement assels, Mave you estimated how much
retirement income you will reteive from all sources?
Is your estimate between 60-80 percent of your
preretirement lncome? Are you on (arget for your
retirement gozlai Conslder trying some of the
enline retirement catcubators for help, or
talk to a financial planner.

Attend a preretirement seminar.

Want some in-depth Information about your plant Attend one of cur
twa-hour preretirement semlnars, held throughout the state all year
long. Sexninar attendees who are closing in on retirement age say: *1
wish I'd had this lnformation earlier in my career—I'd have done a
much better job of planaingl” You can check our schedule and sign up
at the ORS website,

Stay in Touch With ORS
Tell us your henefidary.

*As long 4s you're a participant in this retirement system, be sure that

ORS knows your beneficiary wishes (refer to llpon Your Death in
Section V), If you have a life chenge such as a birth, death, marriage, or
dlvorte, of ifthe beneficlary you named no longer meets the eligibility
requitemnents, be sure 1o send us an updated form.

We will always honor (he most recent Beneficiary Nemination {R315C)
form on file, 50 it’s not necessary to submit a new form cach year

ar whenever you change jobs. However, do remember
that you must have a form on file befare yau terminate
employnient and cease membership in the reirement
sysiem, otherwise a monthly survivor pension will not be g
payable to any person.

Tell us if your record appears incorrect.

As pxplained in Section 18, your employer is responsible
fvr semuling us yous wage, service, and cantribution
reports each pay period. Each year we send you 2
personalized Member Statement so you know what has
been reporied. 1 you belleve your cumulative account
101ais are incorrect, confact us,

Tell us frow we can help you.

Of course, you should atso contact ORS whenever you have a
question abaut your retirement plan. You'lt find the most current plan
Informaticn on ouc website, but we also welcome your call or visit,
Complele conlact information is shown Inside the back cover of this
bowk. Consider atiending one of our prere(irement seminars, and also
take a lock at our other booklets Hsted vnder Olhec ORS Publications.
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If You Leave Public School Binployment

T you leave public schoal employment before you're old enough

to draw your penslon, you wiil have some options regarding your
retirerrient account, After reading this book, you know that your
vesting status will affect any derisions you make. You also know that 1f
youte vested, you must have a vaitd beneficiary form on file with ORS
before you terminate your membership in the system.

Read our publication Leaving Public School
: Etployatane? before you remninate to you
‘have information you need to make the best
decisions. You can find It on the ORS wehsite,
ot by asking ORS or yout himean resouree

office for a copy.

i

e

ot

‘We hope that this booklet anawers questlons you may have abaut your
retizement plan. We alse hope that you have a better understanding of
the importance of preparing for retirement, induding having savings
goals and consldering cther ways 1o enhance your benefit,

Please dan't hesitate to
contact us if you have

any questions. Camnplete
tontat information can be
found under At Your Sevice ;
ax the end of this booklet.




B Head this booklet. Share 1t with your loved ones, aind put
1t with youe important documents,

B Review and save the | bret stat ts Issued by
ORS describing your service totals and benefits.

®  Let ORS know if you want to change your beneficlary,

B Map out your retirement goals, and menltor your plan
throughout your lifetime. A secure retirement dependson
a balance of your pension, personal savings, and soctal
security,

Leatn aboul the addittonal retirement topica listed under
Other ORS Publications.

The following publications are avatlable on the ORS website, or you
can email of phone ORS for a copy. Please note that our painted
materials are current as of their publication date. Because retirement
provislons and paolicies change, we encourage our customers to refer to
tl:¢ ORS website for more up-to-date information.

B Brhancing Your Pension: Earning ond Purchasing Sevvice Cradit,
For members wha are interestad in increasing their pension
amount, or qualifying earlier, by adding to their service credit. The
book inclitdes detalls on the lypes of service redit available, how
to apply. and different ways (o pay,

A Retirement Readinesy: A Two-Year Countdown. Vor pkan members
whao are within a few yeies of eriting. This book containg specifics
on how pensions are caleutawd, the various payment aptions, how
w prepare for retiiement, ard the application proacess,

& After You Retire: What Bvery Penstor Revipient Should Koo,
You whl recelve this bpoklet when you apply for your pension. It
tells you whiat to expect, and how and when you shouid contact
ORS alter your retirement benefits begin.

® If You Becorme Diaabled: Your Disabillty Protection, For members
who are facing an {lIness or injury that prevents them from
waorking, This brochure defines the criteria to receive a disability
benefit and glves an overview of the application process.

B Leaving Public School Empleyment? For members who are
terminating employment before retirement age. This brochure
helps you ciroose what to do with your accumulated retirement
benefits,




Uil 1974, both emplayers and employees conteibuted to the pension
fund. It was then a contributosy plan, By 1977 the syatem was funded
entlrely through employer conteibutions—a noncontributory plan
imawn as the Basic Plam: .

in late 1986 the Member Investmient Plan {MIP) was introduced, This
contrintory plan provides more gererous pension benetlt aptions.
Those who were Basic Plan members at the tine could chaose the
MIP which took effect January 1, 1987, Basic Plan members sgain had
the opporiunity Lo select the MIP in the fall of 1991,

Public school employees newly hired after January 1, 1990, are In the
Member investment Plan, The most nolable differences between the
two plans are found In the chan below.
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Beneficiary 25, 31
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(800) 381-5111
within Lansing {517) 322-3103

q
1 7150 Harria Dy, I¥montfate M1 48821

From 190, take Exit 98 A-South Lansiey
Road. Turtt norzh on Canal Road. ORS is
{11 the 3-story brick bullding bondered by
Canal Road, Ricks Road, Harris Drive,
and Bittwood Hightvay.

RO, Hox 30171
Lansing, M1 48909-7671

B (Payinents only)
F.O. Box 30673
f Lansing, M1 48909.8173

{517) 322-1116

Qutrexch Office - Detroit
Phone (313} 456-4010 for appt.
Cadillac Place, Suite 4-708

3668 W. Grand Blvd,, Dewroit Mi

From 1-73, take Exit 54-Clay Avef/E
Crimaed v, Head west on East Grand
Bhad. for about 374wl o Cadiflac Place,

From 1-94, talre northbound US-10
{Lodge Freeway) te W Grand Blvd. exit,
Proceed east 3 blocls on West Grand
Biwd. to Cadiliae Place,
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About the Office of Retirement Services

The Office of Retitement Services (ORS) is a division of the State of Michigan's
Departiment of Management and Budget. ORS administers retirement programs for more
than half million Michigan state and public school employees, judges, and state police,

About This Publication

The intent of this publication is to stunmarize basic plan provisions under Michigan's
Public Act 300 of 1980, as amended. Current laws, rates, and factors are subject to change.
Should there be discrepancies between this publication and the actual law, the provisions

of the law govern.

This publication can be made avatlable in alternative formats to meet the needs of our
customers with visual or physical limitations. Please contact ORS if you require this service.

Total Copies Printed: 10,000 Total Cost; $9,773.31 Cost per Copy: $0.98
October 2009 ROG11G
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Because it is so essential to plan for your retirement early in life, this

handbook aims to give you enough general information about your

pensnon 50 that——between your pension, social security, and personal
savings—your retirement is all you hope it will be.

Besides some general history about the system and
its administration, this book explains how and when
you will qualify for a pension and how your pension
will be calculated, It includes guidelines on how to
enhance your retirement by purchasing service credit.
You'll also find information you'll need if you leave
public school employment, as well as an overview

of the plan's disability protection, insurance, and
survivor benefits.

Take charge of your retirement! Your pension is one of your
most valuable assets—it is important that you monitor its value
throughout vour career so you can plan for additional sources of
income in retirement.

Manage your plan with miAccount, our online account access tool
where you can track your contributions and service credit totals,
designate a beneficiary, estimate your pension, and more, Go to
www.michigan.gov/orsmiaccount today to register and access your
account, Return regularly -

throughout your career

1O €nsure your secure

financial future,




The Basic Plan and the Member Investment Plan

Until 1974, both employers and employees contributed to the pension fund. It
was then a contributory plan. By 1977, the system was funded entirely through
employer contributions—a noncontributory plan known as the Basic Plan.

The Member Investment Plan (MIP) was introduced in fate 1986. This
contributory plan provides more generous pension benefit options. Those
who were Basic Plan members at the time could choose the MIP, which
took effect January 1, 1987. Basic Plan members again had the opportunity
10 select the MIP in the all of 1991.

The majority of our members today are in the MIP. For the most part,

this publication describes that plan, not the Basic Plan. The exceptions,
mostly related to contribution rates and pension calculations, are noted.
You can compate the key differences between the two plans by referring to
Appendix B: MIP-Basic Plan Comparison. ‘

Who Is a Member?

You become a member and begin accruing credit toward a pension on the
first day you work in a participating Michigan educational institution.
Members include employees of:

M K-12 public school districts.
B Intermediate school districts.
M District libraries.

B Publicly chartered schools.

M Tax-supported community colleges.

In some instances, membership includes certain employees who
began working for Central, Eastern, Northern, and Western Michigan
Universities, Ferris State and Lake Superior State Universities, and Michigan

Technological University, before January 1, 1996.

Nete: The terms members and scheols throughout this handbook are
referring to employees and employers who participate in the Public School
Employees Retirement System.

www. michigan. gov/orsim int




You may be active, deferred, or retired.
Participants in the retirernent system are classified in one of the following

categories:

E Active Member. You are on the payroll of one of the participating
Michigan educational institutions described earlier in this section.
You remain an active member for up to one year while laid off, or
as fong as an employee-employer relationship exists while on a
leave of absence. If you work as a substitute employee, you are only
considered an active member on the actual days you are working.

Deferred Member. You leave public school employment after you
are vested but before you'te old enough to draw your pension. You
are vested for your pension—meaning you have sufficient service
to gualify for a benefit but don't yet meet the age requirement—
when you have the equivalent of 10 years of full-time employment.
You remain in deferred status, as long as your contributions remain
on account, until you apply for your pension at age 60 and become
a retiree.

B Retiree. You are receiving a pension (disability or retirement) from

the retirement system.

Membership exclusions. _ :
The following employees are hot members of the Public School Employees
Retirement System:

B A person who retired from the system and is receiving a pension
(even if he or she returns to public school employment).

B A person employed by a public school while enrolled as a full-time
student in that system.

A person under age 19 employed in a temporary, intermittent, or
irregular seasonal or athletic position, whether a student or not.

An instructor or administrator of a community college or eligible
university who elected an optional retirement plan (such as
TIAA/CREF) offered under Public Act 156 of 1967, as amended.

An employee of a library or museum hired after it separated from
the school district.




B A person working in the public school system only through a
program resulting from the Federal Work Force Investment Act
of 1998; Michigan Community Service Corps (Public Act 259 of
1983); Senior Community Service Employment Program {Public v
Law 89-73); or Work First Program. o

Note: Administrators of these programs, who were previously
members of the retirement system and remain employed by the
school, may retain membership in the retirement system.

An employee enrolled in a transitional public employment program.

A person enrolled in a federally-funded neighborhood youth corps
program or similar training program operated by an intermediate
school district to prevent or rehabilitate high school dropouts.

B A person working for a school for the sole purpose of a political
election.

TR

B A person working in a public school who is contracted by an
outside company, rather than hired directly by the schoaol.

M A person working in 2 public school who is self-employed as an .
independent contractor.

Administration of the Plan

The operation of the Public School Employees Retirement System is
controlled by the Michigan Public School Employees Retirement Act
{Public Act 300 of 1980}, as amended. Any changes to the act require
passage by the Michigan Legislature,

The plan is administered by the Office of Retirernent Services {ORS} with S

the oversight of a 12-member board. One board member represents state . ’
government; the remaining members are appointed by the governor to 2
represent active and retired public school employees.

Throughout your working career, your employer takes care of your pension
plan deductions, wage and service records, and plan contributions. Regular
reports are sent to ORS to become part of your personal pension record.
When it’s time to retire, your employer hands off all your final records 1o
ORS, and we become your partner in retirement.

www.michig




The retitement system is funded by contributions of public school
employers and employees, and by the investment earnings on these
contributions. All contributions are a funding source for pensions and do -
not result in individual benefits in addition to the pension.

Who Contributes What

Employer contributions.
Each year, an actuary determines how much public schools need to
contribute to fund their portion of member benefits. These contributions

are not refundable to you or your employer.

Your contributions.

As a MIP participant, you contribute a percentage of your salary to the
pension reserve fund. Your contribution rate depends on when you first
bepan working for a Michigan public school reporting unit.

B !f you elected the MIP before January 1, 1990, OR were a Basic
Plan participamt who enrolled in the MIP by January 1, 1993, you
contribute 3.9 percent of your pretax salary.

If you began Michigan public school employment between
January 1, 1990, and June 30, 2008, OR are a returning

member who did not work between January 1, 1987, and
December 31, 1989, you contribute pretax contributions based on
the following chart:




B Wyown Hest berame a member of the systers on or after hedy 1 2008,
vour eostribute pretax contributions hased on the following chan:

for achiHrion 1o wour BIP copirinntions, yout mighy Dove oty pesonasl
conftinions on aodoind (o earnings bofow luly L B or from
ek based service eraslis},

Your Personal Contributions

Fheugh all member and employer contributions go lote the reserve fud
e pay all monthiy pensions, we keep 4 separate account of vour personal
contributions. We de this for the following reasons:

B Taxabiliy. Contributions vou mnke on a taxdeferred basis will
hecome taxable when vou receive paviments. We need w el the
8 hony much of vour pension Is taxable at retirement, and how
much you've already paid tases on,

interest, Personal comtributions earn interest, and different
rates apply depending on the type and thme of the contrfbution,
Crdinarily this will only be jmporaise H vou Jerminae
employment and take o wfound of contributions,

Refunds, 1 vou leave the sotbmument sysiem befue vou'ye

sligible for a pension, you can ask for a refund of your personal
comirthudions, forfeiring alf vour vglits to 2 monthly pension, See
ous publication Leardnyg Public Scheol Employanmt? for mome dewuls,

Survivor Paymoents, i vou die while an acrive member, vour
cepeributions can be padd 1o vour designuted benefivlary or
voutr gstate, See Section Vi-Additional Benefits for You and Yowr
Dopendenis for more information




You earn interest on personal contributions.

As your employer forwards your MIP contributions to ORS, we credit
your account. At the close of each school fiscal year, we also credit you
with interest on MIP contributions that have been on account for a full
year. The interest rate on MIP contributions varies because it is statutorily
determined each year based on the rate of investment return,

if you putchased service credit or have post-iax
contributions from years when the plan was
contributory, we will keep track of those personal
contributions separately. These funds earn 6 percent
interest after they are on account for a full year. As
with MIP accounts, interest is posted at the end of
each school fiscal year.




Monitor Your Account

A detailed and up-to-date record of your account is available through vour
secure online account management tool, miAccount. When you log into
miAccount, you will have access to service

credit and contribution totals, beneficiary

information, pension estimates, and much

more. miAccount allows you to monitor your

account throughout the year and perform a

number of transactions.

For more information on what miAccount has to offet, see
Section VII-Reaching Your Retirement Goals,

Annual Member Statements.
Each year we send active (working) members a Member Statement. While the

primary purpose of the statement is to help you plan for your retirement,

it also gives you an update on your account
balance and account activity through June 30, “‘
the end of the school fiscal year. ?‘\2 C T/_ i V@

Along with your statement you will find Fre Pesimamort Opportunlies fer proaceom empasesn
our active member newsletter, PROactive. This newsletter provides
additional support toward planning and reaching a secure financial

future, You can find current and previous issues on our website,
www.nichigan.gov/ORSschools.

Review your annual statement carefully for accuracy. 1f you think there are
errors in your wages, contributions, service credit, or tax-deferred payments
('TDP}, talk with your school payroll officer. ORS can assist with any
cumulative totals and interest guestions.

We also suggest that you keep your statements in a safe place so you havea
point of comparison when next year's staternent arrives.




If You Leave Public School Employment
if you leave public school employment before you're old enough to draw your
pension, you have options regarding your retirement account.

If you are vested, make sure you designate your
pension beneficiary with our office before you
terminate your membership in the system. If you
do not have a beneficiary on file with or office

- when you leave employment, you will not be able
to add a beneficiary while you are deferred.

Read our publication Leaving Public School
Employment? before you terminate so you have
information you need-to make the best decisions.
You can find it on our website, or by asking us or
your human rescurce office for a copy.




When you become a vested member of the Public School Employees
Retirement System, you can look forward to a monthly retirement pension
benefit for your lifetime. This section explains the fundamentals—how you
accumulate service credit, when you'll be eligible, and how much you'l} get.

How You Earn Service Credit

Every day you get up and go to work, you earn service credit. And every
time you get paid, your school payroll office reports your hours and wages
to ORS. Your service credit reflects the number of hours you worked

for a Michigan school that participates in the Public School Employees

Retirement System.

You receive credit for teaching or nonteaching, full-time or part-time work,
and for permanent, temporary, intermittent, or substitute employment
{unless you are working for a contractual agency). You also receive credit
for used vacation and sick leave, short-term disability payments which flow
through your school’s payroll system, and weekly workers’ compensation
payments you received after July {, 1992. You do not earn credit while

receiving long-term disability payments,

Per pay period caps apply.

In general, you earn one year of service when you work 1,020
hours within the July 1 through hune 30 school fiscal year.
You can earn no more than one year of service credit in any
given school fiscal yeat, and no more than 30 hours can be
credited in a one-week period.

For instance, administrative staff may work 2,08C hours a
year, but will be limited to one year of service credit because
the annual cap is 1,020 hours.




As the chart below illustrates; if you are paid every week you cannot be
credited with more than 30 hours, worth 0,0294 service credit. The cap is
60 hours or 0.0588 if you are on a biweekly pay cycle.

If you work less than full-time.

If you don't work a full school year or if you're considered part-time
because you don't work a typical school day, you will earn proportional
credit. See the chart below to see how service credit is earned for a variety
of school work schedules, after considering the caps.

Service credit and your pension.
Service credit is important because it affects when you retire and how much

you'll receive. Your pension plan allows you to buy and/or transfer certain
types of service credit. Learn more in Section V-Adding to Your Service
Credit.




Qualifying for Your Pension

To be eligible for a monthly retirement pension, you must meet minimum
age and service requirements. For more detailed information about pension
eligibility provisions, visit the ORS website or ask for a copy of Retirement

Reuadiness: A Tuwo-Year Countdown.

Full Retirement — MIP Member.
As a MIP member, you will qualify for full retirement under any of the

following provisions:

B MIP 46 with 30. You qualify for full retirement at any age with
at least 30 years of service, However, if you purchased universal
buy-in service credit, you must be at least age 46. At least 15 years
of service credit must have been earned through the Michigan
Public School Employees Retirement System.

MIP 60 with 10, You are eligible for your pension at age 60 with at
least 10 years of service credit.

MIP 60 with 5. If you are age 60 and you have at least 5 years of
service credit, you gualify for a pension if you have creditable service

earned in each of the five school fiscal years immediately before
your retirement effective date and you terminated your public school
service immediately before your retirement effective date.

Full Retirement - Basic Member.
As a Basic Plan member, you qualify for a full retirement
under the following retirement provisions:

B Basic 55 with 30, You qualify for your pension
when you are at least age 55 and have 30
or more years of service credit. At least 15
vears of service credit must have been earned
through the Michigan Public School Employees
Retirement System,

Basic 60 with 10. You qualify for a pension at age 60 with at
least 10 years of service credit.




Early Reduced Retirement - MIP and Basic Members.

Whether you are a MIP or Basic Plan member, you can take an early
reduced retirement as early as age 55 if you have at least 15 but less than 30
years of service. Your pension amount is permanently reduced by one-half
of one percent for each month and fraction of a month you take your
pension before age 60 (6 percent per year),

You must be an active member to be eligible for the early reduced
retirement {deferred members don't qualify).

If you become disabled.

‘There are special eligibility and calculation provisions for those who
become disabled while a public school employee. This is explained in
Section VI-Additional Benefits for You and Your Dependents, and in the
ORS publication If You Become Disabled: Your Disability Protection.

How Much Will You Get?
Your annual pension is based on a formula that multiplies your final average
compensation times a pension factor of 1.5 percent tirmes your years of service.

The Pansion Formuls
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Dividing the annual pension by 12 will tell you how much your monthly
pension will be if you elect the straight life option. You can also choose a
survivor option or an equated plan for your pension payments,

It is important that you understand all of these concepts because they have
a direct effect on your pension amount:

B Final average compensation (FAC). For MIP members, the highest
three consecutive years of earnings (36 months) are averaged to
determine your final average compensation, or FAC. If you are a
Basic Plan member, your highest five consecutive years of earnings
(60 months} are averaged to determine your FAC,
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Ruling

An MERC majority upheld an ALJ' s recommended decision regarding an unfair practice charge.
The ALJ decided that the county employer violated PERA Section 10(1)(e) by unilaterally
altering its longtime past practice of providing health care benefits to retirees on duty or nonduty
pensions who met age and service requirements. The MERC majority upheld the ALJ's
conclusion that the parties maintained a binding past practice regarding disability pensions and
that this practice became a term and condition of employment. While the MERC majority
disagreed with the ALY s suggestion that charging parties should be awarded legal fees, it upheld
the remainder of the unfair practice remedies issued by the ALJ, which included make-whole and

bargaining orders.

County' s alteration of past practice equals ULP but doesn' t warrant attorney' s fees




Meaning

Under judicial and MERC precedent, a past practice that contradicts terms of a bargaining
agreement provision may rise to the level of an agreement to modify the parties' contract. Here,
the parties undisputedly amended their bargaining agreements through 30 years of a past practice
regarding health benefits for retirees on duty or nondisability pensions. An MERC majority
rejected the employer’ s contention that this past practice was superseded by new bargaining
agreements that incorporated a new health and welfare benefit plan.

Case Summary

For many years, the bargaining agreements between the county employer and charging parties
provided for pensions and health care benefits for retirees. For over 30 years, the employer
provided health care benefits to retirees receiving a duty disability pension without regard to age
or years of service. It also provided those benefits to retirees receiving a disability pension with
10 years of credited service. However, since 2000, the parties' bargaining agreements limited
health care benefits for retirees who met certain age and service requirements. In addition,
2000-2004 agreements expressly adopted the 1990 version of the county' s Health and Welfare
benefits plan. Since 2008, at least four bargaining unit members retired on disability pensions,
and the county employer provided them with medical benefits. When the employer discussed the
possibility of eliminating medical benefits for employees who were granted disability pensions,
charging parties filed an unfair practice charge. They contended that the employer violated PERA
Section 10(1)(e) by unilaterally altering its longtime past practice of providing health care .
benefits to retirees on disability pensions who met age and service requirements. An MERC
majority upheld the ALY s conclusion that the parties maintained a binding past practice

regarding disability pensions and that this practice became a term and condition of employment.

The employer' s incorporation of the Health and Welfare Benefit Plan - which was amended in
2006 - in the 2008 bargaining agreement did not give the employer the right to end the past
practice in question, the MERC majority found. It determined that the employer breached its duty
to bargain in good faith by failing to give charging parties notice and an opportunity to bargain
over the personnel order ending the parties' lengthy past practice. While the MERC majority
disagreed with the ALJ' s suggestion that charging parties should be awarded legal fees, it upheld
the remainder of the unfair practice remedies issued by the ALJ, who issued a cease and desist
and make-whole orders. The ALJ also directed the employer, upon request, to bargain with
charging parties, and to restore terms and conditions of employment with respect to heaith
benefits for certain retired bargaining unit members.

The MERC majority reasoned that, in light of the past practice related to health care benefits
specifically for disability retirees, the parties’ contract must include language specifically
addressing that past practice in order to end it. The MERC majority also rejected the employer' s
allegation that the ALJ was biased against it.

The concurring MERC member joined with the MERC chair in adopting the ALJ' s decision
regarding the charge itself. The concurring MERC member contended that MERC did not lack
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authority to award attorney fees in an appropriate case. The third MERC member dissented in
part, contending that the employer did not violate its good faith bargaining duty by exercising
contractual authority to withhold health care benefits from retirees receiving disability pensions
who did not meet contractual requirements for receipt of those benefits.

Full Text

Decision and Order

On September 23, 2011, Administrative Law Judge (ALJ) David M. Peltz issued his Decision
and Recommended Order in the above matter, finding that Respondent, Wayne County
(Employer), violated § 10(1)(e) of the Public Employment Relations Act (PERA), 1965 PA 379,
as amended, MCL 423.210(1)(e), by eliminating the practice of providing health care benefits to
employees who retire on duty or nonduty disability pensions, without first bargaining over the
subject with Charging Parties, Michigan AFSCME Council 25 and its affiliated Locals 25, 101,
409, 1659, 1862, 2057, 2926, and 3317 (referred to collectively as Unions). Noting that
retirement and health care benefits are mandatory subjects of bargaining, the ALJ reasoned that
Respondent' s more than thirty year practice of allowing employees who retire on disability
pensions before reaching the prescribed age and service requirements to collect health care
benefits constituted a binding past practice that could not be altered without bargaining, The ALJ
stated that if he had the authority to do so, he would recommend that Respondent be required to
pay attorney fees and costs because he found the circumstances of Respondent’ s violation to be “
particularly egregious” and because the Commission has found that Respondent violated §
10(1)(e) in several different cases in the past few years. The ALJ recommended that we order
Respondent to cease and desist from making unilateral changes in terms and conditions of
employment and to provide affirmative relief to the employees harmed by Respondent' s
unlawful acts. The ALJ' s Decision and Recommended Order was served on the interested parties
in accordance with § 16 of PERA. After requesting and receiving an extension of time,
Respondent filed exceptions on November 16, 2011. Charging Party did not file a response to the

exceptions.

In its exceptions, Respondent asserts that the ALJ erred in concluding that Respondent made an
unlawful unilateral change to terms and conditions of employment when it decided to end the
past practice of allowing employees who retired on disability pensions to collect health care
benefits, regardless of age or years of service. Respondent contends that the past practice of
granting health care benefits to retirees receiving a duty or nonduty disability pension was
superseded by the parties’ 2008 collective bargaining agreements that incorporate the 2006
Wayne County Health and Welfare Benefit Plan, which contains language that specifically
reserves to Respondent the authority to make the “ full and final determination as to all issues
concerning eligibility for benefits.” Respondent also argues that the ALJ erred by considering
past MERC cases, in which Respondent was found liable for unfair labor practices. Respondent
accuses the ALJ of inferring that Respondent has committed unfair labor practices in this case
because it committed unfair labor practices in the past and argues that the ALJ' s use of past cases
in his analysis shows the ALJ's bias against Respondent. Further, Respondent asserts error in the
portion of the ALI' s decision suggesting that this would be an appropriate case for an award of




costs and attorney fees to Charging Parties, if we had the authority to make such an award.

I have reviewed Respondent' s exceptions and find them to be without merit.

Factual Summary:

I adopt the findings of fact as set forth in the ALJ' s Decision and Recommended Order and will
not repeat them here, except as necessary. For many years, the collective bargaining agreements
between Charging Parties and Respondent have included provisions for pensions and health care
benefits for retirees. It is undisputed that, for over thirty years prior to the April 19, 2010 hearing
in this matter, Respondent consistently provided health care benefits to retirees receiving a duty
disability pension without regard to age or years of service and to retirees receiving a nonduty
disability pension with ten years of credited service. Since at least 2000, the parties' coliective
bargaining agreements have limited health care benefits to retirees who meet certain age and
service requirements. None of the parties' agreements covering the years 2000-2004 expressly
address health care benefits for those who retire on the basis of disability.

The parties'subsequent agreements [FN1] have not substantially differed with respect to the
treatment of health care benefits for employees who retired on disability pensions. In 2006, a
revised Wayne County Health and Welfare Benefit Plan was issued. This Health and Welfare
Benefit Plan was expressly adopted in the collective bargaining agreement between Respondent
and Local 3317 covering the peried from 2004 to 2008 [FN2] as well as in the agreement
covering 2008 to 2011. The collective bargaining agreements covering the period from 2004 to
2008 between Respondent and Locals 25, 101, 409, and 1659, [FN3] and between Respondent
and Locals 1862, 2057, and 2926, which were both executed in 2008, adopt the Health and
Welfare Benefit Plan without mention of the date of the Plan. All three 2000 to 2004 collective
bargaining agreements between Respondent and Charging Parties expressly adopt the 1950
version of the Health and Welfare Benefit Plan. Since 2008, when the most recent agreements
between Respondent and Charging Parties became effective, at least four bargaining unit
members retired on disability pensions and were provided with medical benefits.

It is undisputed that at the October 26, 2009 meeting of the Wayne County Employees
Retirement Board of Directors, the County discussed with the Board the issue of eliminating
medical benefits for employees who are granted a disability pension. On October 30, 2009,
Charging Parties filed the charge in this matter. On December 4, 2009, Respondent moved for
summary disposition contending that the change in medical benefit eligibility for duty and
nonduty disability retirees, which Charging Parties alleged Respondent pianned to implement on
November 1, 2009, had not occurred. Respondent argued that because all employees who
received a duty or nonduty disability pension remained eligible for medical benefits, there was no
basis for Charging Parties’ claim of repudiation.

On March 17, 2010, Respondent issued Administrative Personnel Order 1-2010, which provided
that as of May 1, 2010, duty and nonduty disability retirees would only be eligible to receive *

“discretionary” health care benefits if they also met the age and service requirements for health
care benefits with a service pension.
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Discussion and Conclusions of Law:
The ALJ' s Finding That Respondent Breached Its Duty to Bargain

Given Respondent' s undisputed, consistent thirty year practice of not requiring retirees receiving
a pension based on disability to meet age or years of service requirements for receipt of health
insurance benefits, the ALJ concluded that the parties had tacitly agreed to amend the terms of
the collective bargaining agreements to allow disability retirees to receive health care benefits
without regard to their age or years of service. The ALJ found that the tacit agreement was
sufficient to amend the contract in this case because the collective bargaining agreement did not
specifically address the issue of health care benefits for persons retiring on the basis of disability.
The ALJ also concluded that Respondent' s more than thirty year practice of providing health
care benefits to all former employees receiving pensions on the basis of disability was so widely
acknowledged and mutually accepted that it became a term and condition of employment. Upon
thorough review of the record in this matter, [ agree with the ALJ' s conclusions that a past
practice was established, which became a term and condition of employment, for the reasons
stated in the ALJ's Decision and Recommended Order.

It is undisputed that the benefits at issue here are mandatory subjects of bargaining. Thus, the
parties are bound by their collective bargaining agreements unless their agreements are modified
or supplemented. Port Huron Ed Ass ' n v Port Huron Area Sch Dist, 452 Mich 309, 330 (1996)
and Detroit Police Officers Ass ' n v Detroit, 452 Mich 339 (1996) stand for the proposition that
a past practice that contradicts terms of a collective bargaining agreement provision may rise to
the level of an agreement to modify the contract. Here, Respondent does not dispute the fact that
the parties had amended their collective bargaining agreements by more than thirty years of past
practice. Indeed, Respondent concedes that the past practice bound the parties until the collective
bargaining agreements executed in 2008. Respondent states on page 2 of its exceptions, * The old
past practice granting the retiree healthcare insurance to those granted a duty or nonduty
disability pension was obviously superseded by the new collective bargaining agreements (which
incorporated a new health and welfare benefit plan).” Respondent appears to agree that there was
a binding past practice, but contends that the past practice was superseded by the 2008 collective

bargaining agreements,

In support of its assertion the past practice of granting health care benefits to retirees receiving a
duty or nonduty disability pension was superseded by the parties’ 2008 collective bargaining
agreements, Respondent points to language in Section 2 of the 2006 Health and Welfare Benefit
Plan, which specifically reserves to Respondent' s Benefit Plan Administrator the authority to
make the “ full and final determination as to all issues concerning eligibility for benefits” and
provides that the Benefit Plan Administrator shall “ interpret the Benefit Plan and shall decide
interpretation and application of the Benefit Plan.” However, this same language is found in the
final paragraph of the 1990 Health and Welfare Benefit Plan. It does not change the authority of
the Benefit Plan Administrator and gives no support to Respondent’ s contention that
incorporating the 2006 Health and Welfare Benefit Plan in the 2008 collective bargaining
agreements gave Respondent the right to end the practice of providing health care benefits to
retirees receiving pensions based on disability.




Moreover, there is no appreciable difference between the language of the 2000-2004 contracts
and the contracts executed in 2008 with respect to the eligibility of disability pension recipients
for health care benefits. Respondent has argued that the 2006 Health and Welfare Benefit Plan
was incorporated by reference into the 2008 collective bargaining agreements, and that language
in that plan makes the age and service requirements for health care benefits applicable to all
retirees including those who retire on the basis of disability. However, neither the 2006 Health
and Welfare Benefit Plan, nor any of the contracts executed in 2008 contain any express
reference to health care benefits for retirees receiving disability pensions. Moreover, there is no
retevant difference between the 1990 Health and Welfare Benefit Plan incorporated in the
2000-2004 contracts and the 2006 Plan with respect to the age and service requirements for
healthcare benefits; like both sets of collective bargaining agreements, both plans generally tie
eligibility for health care benefits to eligibility for a pension and make no mention of health care
benefits for those who retire on the basis of disability. In light of the past practice related to
health care benefits specificaily for disability retirees, there must be language specifically
addressing health care benefits for disability retirees to find that the contract language ended the

past practice.

Although Respondent contends that the past practice of granting health care insurance to retirees
receiving a duty or nonduty disability pension was superseded by the parties’ 2008 collective
bargaining agreements, Respondent acknowledges in its exceptions that it continued to adhere to
its practice of granting health care benefits to disability retirees for a * few years (2008 to 2010)”
after the new agreements were in place. If the new contracts ended the past practice, it should
have been clear to all parties at the time the new contracts were executed that the practice of
granting health care benefits to disability retirees had come to an end. However, there is no
evidence in the record indicating that Charging Parties were aware, at the time the 2008 contracts
were executed, that retirees receiving disability pensions would no longer be eligible for health
care benefits unless they met the age and years of service requirements for a standard pension,

Further, Respondent has failed to show that the parties bargained over the applicability of health
care insurance age or service requirements for retirees receiving disability pensions when the
parties negotiated the new contracts in 2008. Respondent offered no evidence that it informed
Charging Parties that the 2008 contracts were intended to end the practice of providing health
care benefits to disability pension retirees who did not meet the age and service requirements for
a pension that is not based on disability. Additionally, Respondent has failed to show that
Charging Party waived its right to bargain over the termination of the past practice. A waiver of
bargaining rights must be explicit, clear, and unmistakable. See Amalgamated Transit Union, v
SEMTA, 437 Mich 441, 460-461, (1991), finding, for there to be a waiver, there must be
“evidence that the matter in issue was ‘fully discussed and consciously explored during
negotiations and the union must have consciously yielded or clearly and unmistakably waived its
interest in the matter.’ [FIN4]*‘Here, there is no evidence that Charging Parties were aware that
the termination of the past practice was an issue during the bargaining for the contracts executed
in 2008. Respondent had a duty to give notice and an opportunity to bargain over the termination
of the past practice, before it terminated the practice. See e.g. Capital Area Transportation
Authority, 1994 MERC Lab Op 921. Instead, Respondent presented the termination of the past
practice to Charging Parties as a fait accompli when it issued Administrative Personnel Order




1-2010. By doing so, Respondent breached its duty to bargain,

I further agree with the ALJ that Respondent' s reliance on Butler v Wayne Co, 289 Mich App
664 (2010) is misplaced. In Butler, retirees filed a class-action suit alleging that the Employer
unlawfully changed the method for calculation of supplemental life insurance premiums from a
flat rate structure to an age rated system. The Court of Appeals concluded that the express terms
of the Wayne County Health and Welfare Benefit Plan, which had been incorporated into the
parties’ contract, specifically authorized the Employer to change to an age rated premium system.
Here, there is no specific language in either the contract or in the Wayne County Health and
Welfare Benefit Plan that authorizes Respondent to cease its past practice of granting healthcare
benefits to retirees receiving disability pensions without regard to whether those retirees meet the
age or service requirements for general retirees to receive healthcare benefits,

For the foregoing reasons, I find no error in the ALJ' s conclusion that Respondent breached its
duty to bargain under § 10(1)(e) of PERA when it unilaterally decided to end the practice of
providing health care benefits for retirees receiving disability pensions.

Respondent’ s Allegation That the ALJ Is Biased
On the final page of the ALI' s Decision and Recommended Order, the ALJ states:

The County' s decision to eliminate the practice of granting health care benefits to disabled
retirees just three months after its attorney and its benefits director acknowledged the existence of

the past practice was particularly egregious.

In that same paragraph, the ALJ proceeds to discuss four decisions issued in the past three years
in which Respondent was found to have committed unfair Iabor practices. In three of those cases,
Respondent was found to have committed unfair labor practices against Charging Party
AFSCME Council 25: Wayne Co, 24 MPER 12 (2011); Wayne Co, 24 MPER 25 (2011) and
Wayne Co, 22 MPER 80 (2009) (no exceptions). The fourth case, Wayne Co, 22 MPER 65
(2009) (no exceptions), involved a charge brought by Wayne Co. Sheriffs Local 502. The ALJ
cites those past cases as part of the justification for his conclusion that Respondent should be

assessed costs and attorney fees.

Respondent accuses the ALY of inferring that Respondent has committed unfair labor practices in
this case because it committed unfair labor practices in the past. Respondent argues that the ALY’
s use of past cases in his analysis shows the ALJ' s bias against Respondent. I disagree. It is clear
from the ALJ' s Decision and Recommended Order that he cites the four recent cases in which
Respondent was found to have committed unfair labor practices only in support of his opinion
that we should assess costs and attorney fees for what he finds to be Respondent’ s * egregious”
behavior. The ALJ' s conclusion that Respondent committed an unfair labor practice in this case
is fully supported by the facts in the record and the law. Each case before this Commission must
be decided on its own facts and the applicable law. This Commission cannot and will not issue
an order finding a respondent liable for an unfair labor practice in one case merely because it
committed a different unfair labor practice in an earlier separately adjudicated case. The ALJ's




finding that Respondent unlawfully made a unilateral change to terms and conditions of
employment without first giving Charging Party notice and an opportunity to bargain is fully
supported by the facts of this case and is affirmed

The ALJY' s Suggestion That Costs and Attorney Fees Should Be Awarded to Charging Parties

Respondent also asserts error in the ALJ's suggestion that this would be an appropriate case for
an award of costs and attorney fees to Charging Parties. The ALJ's suggestion was apparently
made in response to Charging Parties’ request for attorney fees and costs in its post-hearing brief.
Noting that the Commission has declined to award attorney fees since the issuance of the Court
of Appeals decision in Goolsby v Detroit, 211 Mich App 214 (1995), Charging Parties urged
reconsideration of the Commission's authority to grant attorney fees. In support of its contention
that the Commission has authority to award costs and attorney fees, Charging Parties point to
United States Court of Appeals decisions reviewing National Labor Relations Board (NLRB or
Board) decisions finding that the NLRB has such authority. Charging Parties cite Johnson and
Hardin Co v NLRB, 49 F3d 237 (CA 6, 1995) and BE & K Const Co v NLRB 246 F3d 619 (CA
6, 2001) in support of its contention that the Board has the authority to grant attorney fees and,
therefore, the Commission does as well. Both cases cited by Charging Parties are inapposite as
they involve the award of attorney fees for litigation expenses caused by the respondentsunfair
labor practice of filing a retaliatory baseless lawsuit. The issue in both cases was whether the
lawsuit filed by the respondent was both baseless and retaliatory such that the filing was an unfair
labor practice for which the Board could order costs and attorney fees related to the charging
party's defense of the frivolous retaliatory suit. Both cases were based on the decision in Bill
Johnson ' s Restaurants, Inc v NLRB, 461 US 731; 103 SCt 2161 (1983), which held that the
Board could enjoin, as an unfair labor practice, a baseless lawsuit filed for retaliatory purposes.
Relying on Bill Johnson ' s Restaurants, Inc, the Board awarded attorney fees as damages in BE

& K Const Co. [FNJ]

" However, the issue here is not whether attorney fees can be awarded as damages arising out of
the unfair labor practice, but whether costs and attorney fees can be awarded to the Charging
Parties because, as Charging Parties assert in their post-hearing brief, Respondent has committed
“ flagrant and continuing violations of PERA.” Our authority to award remedies stems from §
16(b) of PERA which states in relevant part:

If upon the preponderance of the testimony taken the commission is of the opinion that any
person named in the complaint has engaged in or is engaging in the unfair labor practice, then it
shall state its findings of fact and shall issue and cause to be served on the person an order
requiring him to cease and desist from the unfair labor practice, and to take such affirmative
action including reinstatement of employees with or without back pay, as wiil effectuate the
policies of this act. The order may further require the person to make reports from time to time
showing the extent to which he has complied with the order. (Emphasis added.)

Section 16(b) does not specifically authorize the award of attorney fees or litigation costs. As the
Couzt of Appeals pointed out in Goolsby, at 224, under the American Rule “ attorney fees are not
recoverable unless authorized by statute, court rule, or a recognized common-law exception.”
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Although reference is often made to the language “ take such affirmative action . . . as will
effectuate the policies of this act” to justify the extraordinary relief of attorney fees and costs, 1
agree with the Goolsby court that the language in § 16(b) is not sufficiently specific to authorize
an award of attorney fees. The legislature specified our authority to require the reinstatement of
employees, with or without back pay, and to require persons to make reports showing compliance
with our orders. In light of the American Rule, if the legislature had intended to authorize us to
award attorney fees, they would have specified that in § 16(b) as well.

In conclusion, although this Commission disagrees with the ALY s suggestion that this is an
appropriate case for the awarding of attorney fees, Commissioner Green and I affirm the ALI' s
decision on the issue of Respondent' s breach of its duty to bargain and adopt the ALJ' s order.

Order

IT IS HEREBY ORDERED that the Order recommended by the Administrative Law Judge shail
become the Order of the Commission.

Commissioner Green, Concurring Separately:

I concur with the result reached in this matter because I agree with Commission Chair Callaghan
that Respondent breached its duty to bargain for the reasons stated in Commissioner Callaghan's
opinion. I join in adopting the ALJ' s order. I also agree that this is not an appropriate case in
which to award attorney fees and costs.

I agree with Commissioner Callaghan that the cases cited by Charging Parties in support of their
request for attorney fees are not applicable to the issue before us. As Commissioner Callaghan
stated, “the issue here is not whether attorney fees can be awarded as damages arising out of the
unfair labor practice.” The issue with respect to attorney fees is not only whether they can be
awarded pursuant to the authority granted to the Commission in § 16(b) of PERA, but also
whether they can be granted under an exception to the American Rule or pursuant to the inherent
authority of an administrative agency to control proceedings [FN6} and to regulate professionals
who appear before it [FN7]. However, I agree that none of the theories used in the past by this
Commission or by the National Labor Relations Board (NLRB) in support of attorney fee awards
apply to this case. In particular, given the dissent on the issue of whether Respondent breached its
duty to bargain, there is no basis for finding that Respondent put forth a frivolous defense.
However, I note that the NLRB continues to assess attorney fees [FIN8] and we are often guided
by NLRB precedent. MERC v Reeths-Puffer Sch Dist, 391 Mich 253, 260; 215 NW2d 672
(1974). Therefore, unlike my feilow commissioners, I am unwilling to conclude that we lack the

authority to award attorney fees in an appropriate case.
Commissioner Labrant, Dissenting in Part, Concurring in Part:
I agree with my colleagues that this is not an appropriate case for an award of attorney fees. I

reach that conclusion because I find that Respondent has not violated its duty to bargain in good
faith under § 10(1)(e) and the charge should be dismissed. I also agree with Commission Chair




Callaghan that this Commission lacks the authority to award attorney fees under the language of
§ 16(b) of PERA as interpreted by the Court of Appeals in Goolsby v Detroit, 211 Mich App 214

(1995).

The ALJ found that for over thirty years Respondent gave “ tacit approval” to the past practice of
providing duty and nonduty disability retirees with lifetime health care benefits. He found that to
change that past practice constituted an unfair labor practice. I disagree. In Wayne County, under
the terms of the 2006 Health and Welfare Benefit Plan, County employees participate in one of
the available retirement plans, one through six, inciuding duty or nonduty disability retirees. The
2006 Health and Welfare Benefit Plan was incorporated into the collective bargaining
agreements executed by Respondent and Charging Parties in 2008. Respondent was acting within
its authority under the collective bargaining agreements to withhold health care benefits from
retirees receiving disability pensions who do not meet the contracts' requirements for receipt of
those benefits. It is not an unfair labor practice for Respondent to enforce the terms of the

comntract.

A finding that a contract has been amended based on past practice arising from the parties’ tacit
approval is only appropriate if the contract is silent on the issue or ambiguous. Port Huron Ed
Assn v Port Huron Area Sch Dist, 452 Mich 309, 325 (1996). When, a contract provision is clear
and unambiguous, as in this case, a higher standard of proof is necessary. Id at 325-326. The
party seeking to establish that the past practice modified the contract must show that there has
been a meeting of the minds in which both parties agree to the contract modification. Id at
326-327. Indeed, as the Court pointed out in Port Huron at 330.

[We] should be wary of raising the parties'past actions to the same status as the written
provisions in the agreement. . . The agreement embodies mutual assent and, during the duration
of the contract, either party should be able to rely on the provisions previously bargained for
during negotiation of the agreement. Allowing the agreement to be superseded by anything less
than a purposeful decision evidencing similar deliberation would “create the anomaly that, while
the parties expend great energy and time in negotiating the details of the agreement, they
unknowingly and unintentionally commit themselves to unstated and perhaps more important
matters which in the future may be found to have been past practice.” [FNG]

Here, there must be a showing that Respondent intentionally relinquished its right to limit health
care benefits to retirees who meet the age and service requirements. A careful review of the facts
in this case establishes that Charging Parties and Respondent bargained over health care benefits
and retirees’ eligibility for such benefits. The parties entered into agreements setting certain age
and service requirements for retirees to be eligible for health care benefits. There is no showing
that Respondent intended to reject the terms of those agreements. In negotiating their contracts in
2008, the parties incorporated the 2006 Health and Welfare Benefit Plan, which clearly linked
eligibility for health care benefits with meeting the age and service requirements to be eligible for
standard pension. Similar language included in the contracts explained that retirees were only
eligible for health care benefits if they met the age and service requirements for a standard
pension. This language made it clear that despite its past leniency in granting health care benefits
to disability retirees, Respondent had the right to insist that all retirees, including those who
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retired on the basis of disability, meet the age and service requirements to be eligibie for health
care benefits.

Although Respondent may have allowed disability retirees to receive health care benefits without
regard to age and years of service for over thirty years, there is insufficient evidence in the record
to establish that Respondent intended to waive its right to enforce the express contract
provisions. See Southfield Pub Sch, 2002 MERC Lab Op 53, where this Commission found that
the employer' s sixteen year practice of routinely granting all requests for unpaid leaves of
absence did not amend the parties' contract because the practice conflicted with contract language
that gave the employer the discretion to grant or deny requests for such leaves, In the absence of
evidence that there was a meeting of the minds that led to a mutually accepted modification of
the contract, I cannot find that Respondent waived its right to require disability retirees to meet
the same age and years of service requirements applied to all other retirees to establish eligibility
for health care benefits. As in Southfield Pub Schs, Respondent exercised its discretion to extend
leniency in granting a benefit, but did not waive its right to enforce the plain language of the

contract.

Finally, Respondent' s 2000-2004, 2004-2008, and 2008-2011 collective bargaining agreements
with AFSCME Local 3317 each contain Section 43.09, which expressly rejects the possibility of
past practices affecting the contract:

This agreement contains the entire understanding and agreement of the parties. It is further
agreed that there are no verbal agreements or understandings or past practices that affect or

qualify any term of this agreement.”

The language of the contract should be given its plain meaning. The contract sets age and years
of service prerequisites for receiving post-retirement health care benefits. Those requirements
apply to all retirees, including those whose retirement resulted from disability. Pursuant to the
above zipper clause, no past practices apply. See Justice Markman' s dissent in City of Kentwood
v Police Officers Labor Council, 483 Mich 1116, 1118, (2009).

For the foregoing reasons, I would find that the ALJ was incorrect in holding that past practice
prevails over the plain language of the contract. I would reverse the ALJ' s decision and dismiss

the charge.

Decision and Recommended Order of Administrative Law Judge

On October 30, 2009, Michigan AFSCME Council 25 and its affiliated Locals 25, 101, 409,
1659, 1862, 2057, 2926 and 3309 filed an unfair labor practice charge alleging that Wayne
County violated Section 10(1)(e) of the Public Employment Relations Act (PERA), 1965 PA
379, as amended, MCL 423.210(1)(e), by unilaterally eliminating the practice of providing health
care benefits to employees who retire on a duty or non-duty disability pension, Pursuant to
Sections 10 and 16 of PERA, this case was assigned to David M. Peltz, Administrative Law
Judge of the Michigan Administrative Hearing System, on behalf of the Michigan Employment
Relations Commission. Based upon the entire record, including the transcript of hearing, exhibits




and post-hearing briefs filed by the parties, I make the folldwing findings of fact, conclusions of
law and recommended order.

Findings of Fact:

All of the Charging Party labor organizations represent bargaining units of employees of Wayne
County. AFSCME Locals 25, 101, 409 and 1659 are the certified bargaining agents for a broad
unit of non-supervisory civilian employees of the County. AFSCME Locals 1862, 2057 and 2926
represent a bargaining unit comprised of the County' s civilian supervisory employees. AFSCME
Local 3317 is the exclusive bargaining representative of supervisory law enforcement personnel
employed by Respondent, including sergeants and lieutenants.

The collective bargaining agreements entered into between Charging Parties and the County all
contain language governing retirement and health insurance benefits for bargaining unit
members. Since at least 2000, the contracts have included age and service requirements for
employees to receive health care benefits upon retirement. For example, the 2000-2004 collective
bargaining agreements covering the supervisory and non-supervisory civilian units provide
generally that employees hired on or after December 1, 1990 “ shall not be eligible for insurance
or health care benefits upon retirement unless they retire with thirty (30) or more years of
service.” Those agreements contain an exception pursuant to which employees enrolled in
specific retirement plans are eligible to retire with health and insurance benefits “ provided he or
she has fifteen (15) or more years of service and is age sixty (60).” The 2000-2004 collective
bargaining agreement covering supervisory law enforcement personnel contain similar age and
service requirements. None of the 2000-2004 agreements refer specifically to the subject of
health care benefits for employees who retire on a disability pension.

The 2000-2004 contracts for each of the Charging Party locals incorporate by reference the
Wayne County Health and Weifare Benefit Plan (hereafter “ the Plan™ ). At the time the
2000-2004 contracts were in effect, the most recent version of the Plan was dated June 27, 1991.
That document contained the following language with respect to retirement health benefits:

1. Employees in retirement Plans #1 and #3 shall be eligibie for health care benefits if they have
met all age and service requirements eligibility of their retirement plan.

2. Employees hired before December 1, 1990, shall be eligible for participation in defined
retirement plan #2 or defined retirement contribution plan #4. Employees must meet all age and
service requirements eligibility to be eligible for insurance and health care benefits.

3. All new employees hired on or after December 1, 1990 shall be eligible for participation in
Defined Benefit Plan #2 or Defined Contribution Plan #4, however, said employees shall not be
eligible for insurance and health care benefits upon retirement unless they retire with 30 or more

years of service.

In July of 2008, AFSCME Locals 25, 101, 409 and 1659 and Respondent executed a new
collective bargaining agreement covering the County' s civilian non-supervisory employees for




the term December 1, 2004 to September 30, 2008. Like the predecessor agreement, the
2004-2008 contract contains age and service requirements for retirement health care benefits.
However, the specific eligibility requirements for each of the various retirement plans offered by
the County were modified. Article 30 of the 2004-2008 agreement provides, in pertinent part:

30.01 General Provisions

(C) Employees participating in a retirement plan offered by the County who were hired prior to
the date of execution of this Agreement by the County Executive must meet the age and service
requirements to be eligible for post-retirement insurance and healthcare benefits pursuant to the

Wayne County Health and Welfare Benefit Plan.

* ok ok

‘(E) Unless otherwise specified, regardless of the Retirement Plan ail employees hired on or after

December 1, 1990 shall not be eligible for insurance and healthcare benefits upon retirement
unless they retire with thirty (30) or more years of service; however, effective November 16,
2001, employees in Plan No. 2, Plan No. 3, Plan No. 4, and Plan No. 5 shall be eligible to retire
with insurance and health care benefits provided he or she has fifteen (15) or more years of
service and is age sixty (60) or older. Employees in the Hybrid Retirement Plan (Plan No. 5)
hired on or after December 1, 1990 shall only be eligible for insurance and health care benefits
upon retirement if they retire with thirty (30) or more years of service.

(F) Regardless of the Retirement Plan, all employees hired, rehired, re-employed and reinstated
on or after the date of execution of this Agreement by the County Executive will not receive nor
be eligible for Employer-sponsored insurance and health care benefits upon retirement. However,
these employees will be eligibie to participate in an Employee Health Care Benefit Trust in
accordance with 30.10(A) and the terms and conditions outlined in the Wayne County Health and
Welfare Benefit Plan. Employees participating in the Employee Health Care Benefit Trust who
retire from County employment may elect to purchase post-retirement health care insurance from
the County at full rate cost, or purchase such insurance from a provider other than that provided
by the County. This subsection (30.01(F)) will not apply to terminated employees reinstated
through arbitration who were otherwise eligible for post-retirement health care prior to

termination.

The 2004-2008 contract covering Locals 25, 101, 409 and 1659 also contains requirements
specific to each of the various retirement plans offered by the County. With respect to age and
service requirements, these provisions use the phrase “ normal” retirement in describing the
terms and conditions of each plan. For example, Section 30.03 of the agreement, which sets forth
the requirements of the Defined Benefit Plan No. 2, provides, *“ Normal retirement shall mean 25
years of credited service at age 55, 20 years of credited service at age 60, or eight (8) years of
credited service at age 65. Effective November 16, 2001, normal retirement shall aiso include
fifteen (15) years of credited service at age 60.” Section 30.06 of the 2004-2008 contract, which
describes the terms of the Hybrid Retirement Plan No. 5, contains the following language:




B. Defined Benefit Provisions

1. Normal retirement shall mean twenty five (25) years of credited service at age 55, twenty (20)
years of credited service at age 60, or eight (8) years of credited service at age 65, or thirty (30)
years of credited service without an age requirement. An employee in plan 5 hired prior to the
date of execution of this Agreement by the County Executive who retires with thirty (30) years of
service, or fifteen (15) years of credited service at 60, will receive medical benefits as otherwise
provided under the terms of this Agreement. For employees hired prior to December 1, 1990,
normal retirement shall include medical benefits as otherwise provided under this agreement.

* kK

5. Eligible employees shall receive a duty disability retirement benefit. The amount of retirement
compensation shall be computed as normal retirement with additional service credit granted from
the date of retirement to age sixty (60). The total Plan 5 Duty Disability Benefit including that
received under section 30.06(C){(4) below shall not exceed seventy-five percent {(75%) of the
employee' s final average compensation as otherwise provided for in Defined Benefit Plan No. 1.

Payment of Workers' Compensation Benefits will be used to reduce an employee' s retirement
compensation. No age or service requirements apply.

6. Employees shall be eligible for a non-duty disability retirement upon completion of ten (10)
years of credited service. The amount of retirement compensation shall be computed as normal
retirement, but based on the actual number of years of credited service and average final
compensation at the tite of termination. The Employer reserves the right to limit payments from
the Retirement System through the use of proceeds from the Employer' s long-term disability

policy.

Although the 2004-2008 nonsupervisory contract contains provisions concerning duty and
non-duty disability retirement benefits generally, the only explicit reference in the agreement to
health insurance benefits for employees retiring on a disability pension is contained within
Section 30.05(E) of the agreement, which pertains to employees in the Defined Benefit Plan No.

4, That section provides:

Employees who “ retire” under the Defined Contribution Plan must meet all age and service
requirements to be eligible for insurance and health care benefits. Employees hired prior to the
date of execution of this Agreement by the County Executive who “ retire” under the provisions
of this plan shall be eligible for the same insurance and health benefits as an employee retiring
from a Defined Benefit Plan. Effective December 1, 1999, retirement eligible Defined
Contribution Plan No. 4 participants who withdraw all funds from the Plan at retirement shall be
entitled to survivor health care benefits. Duty and non-duty disability retirees will be eligible
December 1, 1997 (if like benefits are available for Defined Benefit Plan employees),

A new version of the Wayne County Health and Welfare Benefit Plan was adopted in 2006 and
incorporated by reference in the 2004-2008 contract for AFSCME Lacals 25, 101, 409 and 1659.
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Under the new Plan, employees in retirement plans 1 through 6 “ may be eligible for health care
benefits and life insurance upon retirement, if they have met all the age and service requirements
of the applicable retirement plan.” The 2006 version of the Plan further provides that employees
hired or rehired on or after December 1, 1990 “ shall not be eligible for health care benefits and
life insurance unless they retire with thirty (30) or more years of credited service.” Section 2 of
the Plan states that the benefit plan administrator “ shall have full and final determination as to
all issues concerning eligibility for benefits” , including the authority to interpret the Plan and its

application.

In March of 2008, AFSCME Locals 1862, 2057 and 2926 executed a new collective bargaining
agreement for the County' s civilian supervisory employees covering the period December 1,
2004 to September 30, 2008. Around the same time, a new contract for the bargaining unit of
supervisory law enforcement personnel represented by AFSCME Local 3317 was executed. That
agreement also covers the period December 1, 2004 to September 30, 2008. With respect to
retirement health care benefits, both of these agreements contain substantially the same or similar
age and service requirements as the 2004-2008 non-supervisory contract described above,
including adoption by reference of the 2006 Wayne County Health and Welfare Benefit Plan,
This same language was carried over almost entirely intact to the successor contracts for
AFSCME Locals 1862, 2057 and 2926 and AFSCME Local 3317, both of which cover the
period October 1, 2008 through September 30, 2011. At the time of the hearing in this matter,
Locals 25, 201, 409 and 1659 were in fact finding on a successor agreement to replace the
parties' 2004-2008 contract.

Regardless of the general eligibility requirements for retirement health care set forth within the
various collective bargaining agreements, the parties stipulated that it has been the practice of the
County for the past thirty years to provide health care benefits to employees who retire on a
disability pension. At the hearing in this matter, Respondent' s attorney specifically
acknowledged that disabled employees have received such benefits without regard to age or years
of service with the County. The parties further agreed that at least four AFSCME bargaining unit
members have retired on a disability pension since July of 2008 and are currently receiving
medical benefits.

At the October 2009 meeting of the Wayne County Employees Retirement Board of Directors,
representatives of the County discussed with the Board the issue of eliminating medical benefits
for employees who are granted a disability pension. On October 30, 2009, the Unions filed the
instant charge alleging that the Board had resolved at that meeting to impose a requirement that
employees who retire with a disability pension must have thirty years of service with the County
in order to be eligible for health care benefits. [FN10] According to the charge, the change was
scheduled to go into effect on November 1, 2009.

On December 4, 2009, the County filed an answer in which it denied the factual allegations set
forth in the charge. At the same time, Respondent filed a motion seeking to have the charge
summarily dismissed on the ground that “ [t]here is no basis for the claim.” The motion provided,

in pertinent part:




2. Specifically, Charging Party alleges that Respondent refused to abide by a past practice of
granting medical benefits to retired employees who are granted a duty disability or non-duty
disability pension and repudiated clear language, in collective bargaining agreements with
AFSCME Locals 25, 101, 409, 1659, 2057, 2926, 3317 and 3308, granting those benefits. . . .
Charging Party claimed that the change in medical benefits would be effective November 1,

2000.

3. November 1, 2009 has passed and employees who receive a duty disability or non-duty
disability are still eligible to receive medical benefits.

4. Absent a change in the ability of employees to receive medical benefits when they take a
disability retirement, there is no basis for a Charge of repudiation.

In its brief supporting the motion, the County asserted that “ November 1, 2009 has passed and
nothing has changed. All employees who receive a duty or non-duty disability retirement are
eligible for medical benefits.” Attached to the brief was a sworn affidavit of Livia Calderoni, the
director of the County' s Benefit Administration Divisions. Calderoni asserted, * The change
alleged by the Charging Party concerning medical benefits relating to disability retirement has
not been implemented.”

On December 21, 2009, Charging Parties filed a reply to the County' s motion for summary
disposition. The Unions argued that the motion should be denied because no employee had
retired on a disability pension since November 1, 2009. According to Charging Parties, the
County intended to implement the change prospectively when the next member of one of the
AFSCME bargaining units seeks to a duty or non-duty disability pension. In an order issued on
December 23, 2009, I denied Respondent' s motion for summary disposition on the ground that
issues of material fact existed. An evidentiary hearing was scheduled to commence on April 20,

2010.

On March 17, 2010, approximately one month prior to the scheduled hearing in this matter, the
County issued Administrative Personnel Order 1-2010 regarding health care for duty and
non-duty disability retirees. The order states:

Due to extreme economic challenges that the County is facing, it has had to reevaluate the cost of
providing discretionary health care benefits previously provided to employees in receipt of a duty
or non-duty disability retirement, who do not meet the age and service requirements for a service

pension.

In an effort to address a serious budgetary deficit, the County can no longer afford to provide
discretionary health care benefits to employees in receipt of duty and non-duty disability
retirements.

Therefore, employees applying for a duty or non-duty disability retirement on or after May 1,
2010 will no longer be eligible to receive health care benefits in conjunction with the duty or
non-duty disability pension benefits.

;
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Employees who meet all age and service requirements will still be eligible for health care
benefits pursuant to applicable Collective Bargaining Agreements and the County' s Health and

Welfare Benefit Plan.
Discussion and Conclusions of Law:

Under Section 135 of the Act, public employers and labor organizations have a duty to bargain in
good faith over “ wages, hours and other terms and conditions of employment.” Such issues are
mandatory subjects of bargaining. MCL 423.215(1); Detroit Police Officers Ass' n v Detroit, 391
Mich 44, 54-55 (1974). The test generally applied to determine whether a matter is a mandatory
subject of bargaining is whether it has an impact upon wages, hours, or conditions of
employment, or settles an aspect of the employer-employee relationship. Detroit v Council 25,
AFSCME, 118 Mich App 211 (1982}, enf' g 1981 MERC Lab Op 297. The Commission and the
courts have adopted a broad and an expansive interpretation of “ wages, hours, and other terms
and conditions of employment” under Section 15 of PERA. 1t is well established that pension and
retirement provisions are mandatory subjects of bargaining under Section 15 of PERA. See e.g.
Detroit Police Officers Ass' n v. Detroit, 391 Mich 44, 63-64 (1974; St Clair Shores, 22 MPER
50 (2009). The benefits, coverage, and administration of a health insurance plan are also
mandatory subjects of bargaining under the Act. See e.g. Taylor Sch Dist, 1976 MERC Lab Op
693; Houghton Lake Ed Ass' n v Houghton Lake Bd of Ed, 109 Mich App 1, 7 (1981).

A party violates PERA if, before bargaining, it unilaterally alters or modifies a term or condition
of employment, unless that party has fulfilled its statutory obligation or has been freed from it.
Port Huron Education Ass' n v Port Huron Area School District, 452 Mich 309, 317. A party can
fulfill its obligation under Section 15 of PERA by bargaining about a subject and memorializing
the resolution of that subject in the collective bargaining agreement. Under such circumstances,
the matter is “ covered by” the agreement. Port Huron, supra at 318; St. Clair Intermediate Sch
Dist, 2000 MERC Lab Op 55, 61-62. As the Michigan Supreme Court stated in Port Huron,
supra at 327, “ Once the employer has fulfilled its duty to bargain, it has a right to rely on the
agreement as the statement of its obligations on any topic ‘ covered by’ the agreement.”

In the instant case, Respondent contends that it satisfied its statutory obligation to bargain with
Charging Parties by negotiating contract language governing the issue of health care benefits for
retirees. According to Respondent, the terms of the parties’ collective bargaining agreements,
including those set forth within the Wayne County Health and Welfare Benefit Plan which is
incorporated by reference therein, authorize the County to require that all employees, including
disability retirees, satisfy age and service requirements in order to be eligible for retirement
health care benefits. Charging Parties, however, assert that both the contracts and the Plan are
silent with respect to health care benefits for disability retirees and that the County' s refusal to
provide retirement health care benefits to employees who receive a disability pension is contrary
to the established past practice of the parties which as been in existence for thirty years up to and
including May 1, 2010, the date upon which Administrative Personnel Order 1-2010 was issued.

A past practice that does not derive from the parties'collective bargaining agreement may
nonetheless become a term or condition of employment which is binding on the parties.




Mid-Michigan Ed Ass'n v St Charles Comm Sch, 150 Mich App 763, 768(1986), rev'd on other
grounds Port Huron Educ Ass'n, supra. See also Amalgamated Transit Union, Local 1564,
AFL-CIQ v Southeastern Mich Transp Auth, 437 Mich 441, 454, 455 (1991). If a past practice
becomes part of the structure and conditions of employment, the past practice assumes the same
significance as other portions of the collective bargaining agreement. Mid-Michigan, supra at
768. Where an employer institutes a practice and permits it to continue, it cannot later change the
practice without first giving the union notice and an opportunity to bargain. Id. This principle
recognizes the impracticablity of the parties expressly listing or describing every conceivable
practice or procedure within the agreement itself. [FN11]

In order to create a term or condition of employment through past practice, the practice must be
mutually accepted by both parties. Where the collective bargaining agreement is ambiguous or
silent on the subject for which the past practice has developed, there need only be “ tacit
agreement that the practice would continue.” Id. However, where the contract unambiguously
covers a term of employment that conflicts with a party' s behavior, a higher standard of proof is
required. In such situations, the unambiguous language controls unless the past practice is so
widely acknowledged and mutually accepted that it creates an amendment to the contract. Port
Huron Ed Ass' n, 452 Mich at 329. The Commission has consistently found that a mistake does
not create an enforceable past practice. See e.g. Montcalm County, 1990 MERC Lab Op 954;
Highland Park Sch Dist, 1976 MERC Lab Op 622. The nature of a practice, its duration, and the
reasonable expectations of the parties may justify its attaining the status of a “ term or condition
of employment.” Macomb County, 23 MPER 8 (2010), aff' d Macomb County v AFSCME
Council 25, 294 Mich.App. 149, 818 N.W.2d 384, 25 MPER 24 (Mich. Ct. App. 2011).

In DPOA v City of Detroit, 452 Mich 359 (1996), the Court of Appeals held that the past practice
of the medical board rendering a final and binding decision on the issue of whether an employee'
s disability was duty-related was so widely acknowledged and mutually accepted that it amended
the contradictory and unambiguous contract language in the collective bargaining agreement. In
finding that there was an agreement to modify the contract, the Supreme Court relied upon
statements made by the attorneys for the City and the board of trustees acknowledging the
existence of the longstanding practice, as well as the fact that the board of trustees had developed
forms for use by the medical board in making the duty-relatedness finding.

In Macomb County, supra, a retirement ordinance which was incorporated into the parties'
contracts stated that a joint and survivor pension benefit was to be the * actuarial equivalent” of
the retiree' s straight life allowance at the time of his or her retirement. However, during a
succession of contracts over a 24-year period, the parties utilized a unisex mortality table which
assurned that the pool of retirees selecting the optional joint and service pension was 100%
female without regard for whether it would create equal-in-value pensions. The Commission
found that the term “ actuarial equivalent” as used in the retirement ordinance was ambiguous
and that the use of the 100% female table had become a term and condition of employment
which had been tacitly accepted by the parties. In affirming the Commission' s finding that the
unilateral change in mortality tables was unlawful, the Court of Appeals held that even if “
actuarial equivalence” had the unambiguous meaning of “ equal in value” , as the employer had
claimed, the parties' longstanding practice was so widely acknowledged and accepted that it




created an amendment to the contract which could not be unilaterally altered.

In City of Detroit (Dep' t of Transp), 19 MPER 70 (2006), an unfair labor practice charge was
filed after the employer initiated enforcement of a job specification requiring that general auto
mechanics possess a commercial driver' s license (CDL) as a condition of employment after
having previously agreed to refrain from enforcement of that requirement. The Commission held
that the employer violated PERA because the requirement had not been enforced for more than a
decade after the employer had made the promise that it would not discipline mechanics who
lacked a CDL. See also City of Flint, 20 MPER 67 (2007) {employer' s practice of allowing
retires to designate a non-calendar year with twenty-seven pay dates when calculating final
average compensation amended contractual language limiting such designations to years with

twenty-six pay dates).

Here, the collective bargaining agreements between Respondent and Charging Parties have
contained eligibility requirements for retirement health care generally since at least the
2000-2004 contracts. However, those agreements are essentially silent with respect to the issue of
health care benefits for bargaining unit members who, as the result of a disability, stop working
for the County under circumstances short of a “ normal” retirement. In fact, with the exception of
Section 30.05(E) of the 2004-2008 agreement covering Locals 25, 101, 409 & 1659, which
pertains solely to nonsupervisory employees in the Defined Benefit Plan No. 4, the County did
not cite any provision in either the contracts or the terms of the Wayne County Health and
Welfare Benefit Plan which specifically references the issue of health care benefits for employees
who retire on a disability pension. Accordingly, I conclude that this case should be evaluated
under the reduced *“ tacit agreement” standard for determining whether the past practice created a
term or condition of employment. However, even assuming arguendo that the collective
bargaining agreements can be interpreted as specifically requiring that disabled retirees satisfy
age and service requirements in order to be eligible to receive health care benefits, I would
nevertheless conclude that Respondent' s elimination of such benefits violated Section 10(1)(e) of

PERA under the particular facts of this case.

The parties stipulated that the County has, for the past 30 years, provided health care benefits to
employees who receive a duty or non-duty disability pension. In fact, the parties agreed that since
the most recent collective bargaining agreements were negotiated in 2008, at least four
bargaining unit members have retired on disability pensions and are receiving medical benefits.
Notably, the County has not taken the position that the practice of granting health care benefits to
disability retirees was a mistake, mere happenstance or oversight, nor did Respondent assert at
the time the unfair labor practice charge was initially filed that the granting of such benefits was a
discretionary action which the County was free to unilaterally discontinue. To the contrary, the
record establishes that the past practice of the County providing health care benefits to disabled
retirees without regard to age and service requirements was so prevalent and widely accepted that
even the County’' s attorney and its benefits director admitted it existed. Respondent, in its motion
for surnary disposition, asserted that the charge should be dismissed because the change alleged
by the Charging Parties had not, in fact, occurred, and that County employees who receive a duty
or non-duty disability pension * are still eligible to receive medical benefits.” In its brief in
support of the motion, which predated both the announcement and impletnentation of the change,




the County asserted that “ [a]ll employees who receive a duty or non-duty disability retirement
are eligible for medical benefits.” The County’ s benefit director also affirmatively acknowledged
in a sworn affidavit the existence of the longstanding past practice by avowing that “ [t]he change
alleged by the Charging Party concerning medical benefits relating to disability retirement has
not been implemented.”

The County' s reliance on Butler v Wayne County, 289 Mich App 664 (2010), to support its
decision to eliminate the practice of providing health care benefits to disabled retirees is
misplaced. In Butler, retirees of Wayne County filed a class action suit for breach of contract
after the Employer changed the method for the calculation of supplemental life insurance (SLI)
premiums from a flat rate structure to an age-rated system. The Court of Appeals concluded that
the claimed past practice could not be relied upon where it was contrary to the express terms of
Wayne County Health and Welfare Benefit Plan, which was explicitly incorporated by reference
in the parties' collective bargaining agreement. The Court held:

[T]he CBA' s only explicit reference to SLI provides that * [s]upplemental life insurance is
available under a group plan at the option of the employee.” It makes no mention of what the rate
is or how it will be calculated. However, because the CBA incorporates the Plan, it contains an
express provision that SLI will, at some point, be changing to an age-rated-premium system and
that retirees will be eligible to “ transfer” to that plan. Accordingly, plaintiff' s contention that
there is no provision contained in the CBA that relates to how the SLI mate will be calculated is

without merit.

Id. at 677. Here, Respondent has not cited to any language in either the collective bargaining
agreements or the Plan granting it the right to withhold health care benefits from disabled retirees
*“ at the County' s option” as was the case in Butler. Id. at 673.

Despite the County’ s attempt to rely on language in the contract pertaining to retirement heaith
care generally, it is clear in this record that Respondent was fully aware of, and knowingly acted
in accordance with, the long-standing practice relative to health care benefits for disability
retirees. From the above statements of the County' s attorney and its benefits director, as well as
Respondent’ s consistent application of the policy over a 30-year period, I conclude that health
care benefits for all employees who retire in receipt of a disability pension was a past practice so
widely acknowledged and mutualiy accepted that it became a term and condition of employment
such that the elimination thereof by Respondent, without first providing Charging Parties with
notice and an opportunity to bargain, constituted a violation of Section 10(1)(e) of the Act.

The County's decision to eliminate the practice of granting health care benefits to disabled
retirees just three months after its attorney and its benefits director acknowledged the existence of
the past practice was particularly egregious. Moreover, this case represents the fourth time over
the course of the past several years in which this same public employer has been found to have
violated its duty to bargain in good faith under PERA. In Wayne County, 24 MPER 12 (2011),
the Commission held that the County repudiated its contractual obligation toward the charging
parties by failing to make annual service adjustment payments to members of non-supervisory
and supervisory bargaining units. In Wayne County, 24 MPER 25 (2011), the Commission
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concluded that the County violated its statutory bargaining obligation by unilaterally reducing the
length of the workweek for unit members. In that case, there were no material facts in dispute
and the Employer's position was indistinguishable from arguments previously rejected by the
Commission in a case involving the same parties. After no exceptions were filed in Wayne
County, 22 MPER 80 (2009), the Commission affirmed the finding of the ALJ that the County
breached its duty to bargain in good faith by ignoring the union's request for presumptively
relevant information. In that matter, the County chose to similarly ignore an order to show cause
which had been lawfully issued by the ALJ. See also Wayne County, 22 MPER 65 (2009) (no
exceptions) (County failed to satisfy its obligation to supply relevant information to the union).
Were it not for Goolsby v Detroit, 211 Mich App 214, 224 (1995), a decision which the
Commission has urged the Court of Appeals to reconsider, I would follow MERC's earlier
decision in Wayne-Westland Community Sch Dist, 1987 MERC Lab Op 381, aff'd sub nom
Hunter v Wayne-Westland Community Sch Dist, 174 Mich App 330 (1989) and award attorney
fees and costs to Respondent as compensatory damages. [FN12]

I have carefully considered the remaining arguments of the parties and conclude that they do not
warrant a change in the result. For the reasons stated above, I recommend that the Commission

issue the following order.

Recommended Order
It is hereby ordered that the County of Wayne, its officers, agents and assigns, shall:

(1) Cease and desist from refusing to bargain collectively and in good faith concerning wages,
hours and working conditions with AFSCME Council 25 and its affiliated Locals 25, 101, 409,
1659, 1862, 2057, 2926 and 3309 by unilaterally imposing age and service requirements on
bargaining unit members who retire with a duty or non-duty disability pension.

(2) Take the following affirmative action necessary to effectuate the policies of the Act:

(a) Upon request, bargain collectively and in good faith concerning wages, hours and working
conditions with the above named Unions.

(b) Restore to individuals the terms and conditions of employment that were applicable prior to
May 1, 2010 with respect to the availability of health care benefits for bargaining unit members
who retired with a duty or non-duty disability pension and who were denied health care benefits.

{(c) Make individuals whole for any losses they may have suffered because of the unlawful
imposition of any unilateral changes in policies governing the availability of health care benefits
for bargaining unit members who retired with a duty or non-duty disability pension and who were
denied health care benefits, including interest at the statutory rate.

(d) Post copies of the attached notice to employees in conspicuous places on the Employer' s
premises, including all locations where notices to employees are customarily posted and on any
website routinely utilized by the County of Wayne for employee access. Copies of this notice




shall remain posted for 30 consecutive days.
FN1. The most recent of the parties'agreements in the record expired September 30, 2011.

FN2. The date the parties reached agreement for the 2004-2008 contract between Respondent and
Local 3317 is not clear from the record, but was apparently sometime after December 1, 2006
when the latest Wayne County Health and Weifare Benefit Plan became effective.

FN3. Respondent and Locals 25, 101, 409, and 1659 had not reached a new agreement at the
time the record closed in this matter,

FN4. Quoting 1 Motris, Developing Labor Law (2d ed, 5th supp), ch 13, pp. 332—333.

FNS. In BE & K Const Co v NLRB, 536 US 516, 122 SCt 2390, (2002), the Supreme Court
granted certiorari on the question of whether the NLRB “may impose liability on an employer for
filing a losing retaliatory lawsuit, even if the employer could show the suit was not objectively
baseless” Id at U.S. 533, S.Ct 2400. Indicating that “ baseless” did not simply mean _
unmeritorious, unsuccessful, or debatable, the Court found the standard applied by the Board was
unlawful and remanded the matter for further proceedings.

FN6. As in Teamsters Local 122, 334 NLRB 1190 (2001).

FN7. See, Polydoroff v ICC, 773 F2d 372, 375, (CA D.C. 1985).

FN8. Most recently in Camelot Terrace, 357 NLRB No. 161; 2011 WL 7121892,
FN9. Quoting Elkouri & Elkouri, How Arbitration Works (4th ed.), p. 441

FN10. The charge alleged that employees who retired on a duty-related disability had historically
not been subject to any age or service requirements, but that employees receiving a non-duty
disability pension were entitled to medical benefits as long as they had ten years of credited
service in the Wayne County Retirement System. However, as described above, the parties
stipulated at hearing that the longstanding practice of the County was to provide health care
benefits to both duty and non-duty disability retirees regardless of age and service.

FN11. The multiple collective bargaining agreements submitted by the parties in this case
exemplify this fact. Despite having been renegotiated numerous times, the contracts provide little
guidance on the question of when health care benefits will be provided to disability retirees. The
failure of the parties to expressly address an issue of obvious significance is entirely predictable
where, as here, there is a longstanding and mutually understood past practice governing the
behavior and expectations of the parties.

FN12. In City of Detroit, Case No. C09 I-166, issued June 2, 2011, ALJ Doyle O'Connor
distinguished the Goolsby decision and proposed that the Commission assess sanctions against
the charging parties for engaging in conduct abusive to the process. That decision is currently




pending on exception before the Commission. If the Commission adopts ALJ O'Connor's
recommended remedy in City of Detroit, I would recommend that it consider similar remedies in
this matter, given the multiple and egregious violations by the County.

Statutes Cited

PERA Section 10{1)(e)

END OF DOCUMENT
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